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Preserving Homeownership: Foreclosure Prevention Initiatives
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Theome mortgage foreclosure t e
i Losdwgr al hyamar ¢ ot h

t he mid

foreclosure can harm households in many ways; fo
foreclosure may have diffiauhtingfandong anné¢ Wwepl
Further more, concentrated foreclosures can negat
numbers of abandoned properties can negatively a
foreclosures can dts,tabhildlzecdhmuisn ntgummarhke gative
a whole
In the years that follrawtehie schawabnonedascsensenfasedt
are many mnegative cohmhisghmkars so fa s fTomaibsels @ sdu wd ¢ h
consensus over whether the federal government sh
1 f s o, what t hat role shbué¢d bHke Neweclbsbessrat
Congress and both the Buaseha taendd aObvaammai eAdymionfi stternmapt
aimed at preventing further increases in foreclo
homeownership. TMheveraffonti¢dinnekhvedethat remaine
beyond, including

e t hkomeoAflfble Modification Program ( HAMP)

e t hhkome Affordable Ref,inance Program ( HARP)

e the Hardest Hit Fund,

e the Federal Homs(hHAAd&Shaor st Refdi pance Prograr

e the National Foreclosure Mitigation Counselir
Two o tthieart iivneis, Hope for Homeowners and the Emer |
(EHLP) , expired at the end of FY2011.

S o noef tfheedseer al f or ecl os uweercepirteiveinZzad d na s mhhtamg iivies
effective thanThadmbegol hopmdkers to suggest tha
made to these initiatives to try to make them mo
some of these initiatives shoul dChhea geleismi,n athed e
HousBepfesentatives passed a series of bills tha
foreclosure pr(eivnecnltuidoinn gi nH AMPa tainvde st he pFrHiAorShor t

to their 1 n.t ethodvweedv eern,d tdhaetsees b itlhles Sweenraet en.o t cons.
While many odbdhatved owdgrged hwapmnciempdr tfonmtecgd olsiua ¥
sever al hcahvael lceonngpelsi c at @ He s @ chhahveef & tbimnppslse ment at i on
issues, such as deci daikneg mwohrot ghaagse tnhoed iafuitchaotriiotnys ,t
apacity to complete widespread modifications, a
with modimfiigdhdf d whmsagain in thevdutktdart ¢edOtbet heh
perceptiom dfn prfoaviitdnensg hel p to onpossiobfiolfi thy me ¢
inadvertently providing incentives faom borrowers
unwanted precedent for future mortgage lending.
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Introduction

Thkeome mortgage foreclosure rate in the United S

of 2066 mande df oerl esveavteerda 1. yTehaer sl atrhgeer eianfctreera s e 1 n 1
forecl os uriemsp angceogommeh d veil Jual households, 1local c¢om
economy as a whole. Cons eqawhettlhyg r atho isssa ef bkefroa
resources a@ankhebmthoeveyt tsome home foreclosures
accompaoibsjhe ctthi ve. This report prowclHoesubeckgteoesnn
the years fdoelslcotwibhnpgsi r2ai0rf)yiba t i ves intended to prese
t hwmedienpbamed by the fiamderalmagmedr mmdenpaendt hr ough
briefly outlines some of the challenges 1inherent
Additiehobufer prevention 1inift0ila% i & fakredtehda tp rwieorre e
t o t he ecanrde odfe s2cOAPpeadi ¥ t he

Foreclosure refer to formal 1

c s s egal proceedings i
homeowner after the homeowner has missed a certa
gage. When a foreclosure 1is c¢ owhpilceht eids, etihteh eh
repossessed by the lender or sold at auction to
“forec’cammurefer to the foreclosure process or th
deals primarily wictohmpplreetvieonntsi.ng foreclosure

In order for the foretkhliwgurmuptrokbeappeno delgo mg oW
make a certain number of payments on his or her
servicer must decide ntgogs imatthant et for epdmoswea eo tph ®
of fering a repayment plan or a loan modification
mortgage servicers.) A borrower that misses one
del inqueonatn ;onwhaen a borrower has missed three or
considered to be in default. Servicers can gener
homeowner defaults on his mortgage, although ser
fotesure proceedings after a borrower goes 1nto
is governed by state law. Therefore, the foreclo
takes vary by state

Mortgage Servicers

Mortgage lenders are the oagizations that make mortgage loans to individuddsially the mortgage is manageq
by a company known asmaortgage servic&ervicers usually have the most contact with the borrower, and are
responsible for actions such as collecting mortgage paymamtsnunicating with troubled borrowers, and
initiating foreclosures. The servicer can be an affiliate of the original mortgage lender or can be a separate
company. Many mortgages are repackaged into mortgagked securities (MBS) that are sold to ingtanoal
investors. Servicers are subject to contracts with mortgage lenders or MBS investors that obligate them to 4
WKH EHVW LQWHUHVW RI WKH OHQGHU RU LQYHVWRU D Qsmaldah \
workouts or modifcations. The scope of such contracts and the obligations that servicers must meet vary.
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Background on Home Mortgage F

Foreclosure Trends

Ho me pbreigcaensrtaop irdilsye t hroughout some regtilbbms of th
early. @M9O90s8sg has traditionally been seen as a s a
opportunity for hil py,0 gihorime andAlt -A Mortgages y
s 1 ng ho me prl¢ .e > Prime mortgagesare matgages made to the most
Durimng t Kb (§0”dn,a)m1y rn creditworthy borrowers who qualify for the best available
people decided t 0 | interest rates.
_S econd mo rtgageesca Subprime mortgagesare made to borrowers who are
increasing home e | considered to be riskier than prime borrowers, and carry
rising home pr i c e s|higherinterestratestocompensate lenders for the increas
contributed to a sl risk Thereisnotndard definition of subprime mortgages] e
refinancing Stohmeei r and the term is defined dlﬁerently in different contexts.

. However, they are often defined as mortgages made to
refinanced to accelporowerswith credit scores below a certain threshold. §
and |l ower their mol| Subprimemortgages are also more likely thame
whilmrey mal s o us ed t | mortgages toinclude certain ntaditional features.
process t o t ake 0 u] Alt-A mortgagesrefer to mortgages that are closer to prim¢
order to access t h|butforvariousreasons do not qualify for prime rates. For
cxample, between 2 anpemAbion nanbe nadeoatmow s
number of refinan c|pioorthe level ofincome and asset documentation prevd
jumped from 2.5 mi| themortgage from being considered prime.
million, and the F
estidmatheat 45% of refinances includedrbomnsgeholds
the same ti me, subprime lending also befgan to in
(See the nearby text box for asdpscription of pr
Beginning in 2006 and 2007, home sales started t
began to fall in many regions. The rates of home
began to increase, and thel psesurce ngragee sosf ithm mteh d o
States began to rise rapidly beginning around th
foreclosure process will end in a foreclosure <co
foreclosure praceompianigadndbriyalbh increase in the
foreclosure is completed According to the Mortg
group, about 1% of all home loans were 1in the fo
Byetfourth quarter of 2009, the amdei thaple amberd itd
t he fourth quarter of 2010 at about 4. 6 %. Since
forecgdmoaadschaasbheddhtt &10d 6o fr e maliyn ehdi gshleirg htth a n
historlcal sftomgdahr de, bheBdb6e of loans in the f

ab olt%.

1U.S. Department of Housing and Urban Development, Office of Policy Development and Reseaohlysis of
Mortgage Refinancing, 2002003 November 2004pages 1 and 4ttp://www.huduser.orgublicationgddf/
MortgageRefinance03.pdf

2 For example, see Chris Mayer and Karen PeBabprime Mortgages: What, Where, and To Whd#rance and
Economics Discussion Series, DivisiohResearch & Statistics and Monetary Affairs, FatiReserve Board,

Washington, DC2007 http://www.federalreserve.gquibsfeds2008200829200829pap.pdfThe sharef subprime
mortgage originations depends, in part, on the definition of subprime lending and the data source used.
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in the rates of

Figdirlelustrates the tre s
1 QOtcapdo2oeti e

d
mortgages 1in thbelfwee 0.

n
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Figure 1.Percentage o f Mortgages in the Foreclosure Process
Q1 2001Q4 2016
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Source: Figure created by CRS using data from the Mortgage Bankers Association.

Notes: The Mortgage Bankers Association (MBA) is one of seweganizations that reports delinquenand
foreclosuredata. MBA estimates thits data cover between 80% af8%of outstanding firstien mortgages on
singlefamily properties.

all m

The foreclosure rate for subprime loans has alwa
prime |l oans. Ford egxuaanrptleer, oifn 2t0hOe6 ,s ejcuosnt over 3.5
in the foreclosure process compared to less than
subprimeawhearerases inidfotrkelpsarse Fakkewhng 2006
f orecl ofsourr ea Irlatleoans combined, the foreclosure r
more than quadrupled after 2006, with the rate o
increasing to over 15.5% in the fautthk quarter o
foreclosure process increasing to fomethhan 3% o
quarte d¢he2@hte of subprime Iljouasnts7%inndwtirh d ef or e cl
the rate of prime 1| oanlsesisn%tthhaen foreclosure proce
In addition to mortgages that we%beo fi naltlh emofrotrgeacgl
were 90 or more days delindwagteabuott ndbetyget 1in f
are mortgages thatrensonnodefiaotherbuthfomoohgag
started the foreclosure process yet. Such reason
that the servicer is handling, delays due to eff
forecl osumrtea,r yorpawoles in foreclosure activity puf
mortgages that are 90 or more days delinquent bu
that are actively 1in the forecl ostuvhree npurnobceers so,f ma
mortgages thautl tarmatal damgebtbwowifn.,g rtompletions

I mpacts of Forecloswure

Losing a home to foreclosure can have a number o
families, losing ahdwmdhaladr gmsan sltosien® ft weal t h.
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foreclosure can ne gsatcirveedliyt womptahcitn eas sb,o rnraokwienrg i t
or her to buy a home in the future. Finally, 1os
h ous e heosl dmalnoys of t he less tangible benefits of o
these benefits might include increased civVvi eng
community, and better health, s’chool , and behavi
Sme homeowners might have difficultsgtofinding a p
foreclosure. Many will become renters. However,
familierse dvihtoslkass bfenedbmaged, blpienmi ttion gt htehsee opt i
families. There can also be spillover effects fr
buildings where the landlord is facing foreclosu
short nadtfi ceh,e ye merrer emtr r phAysmemotrseh hiome owners beco
renters and as more current renters are displace
on local rental markets may increase, and more f
rental hoabsargverSsomeave also raised the concern
can contribute to homelessness, either because f
new places to live or because the dndfeazudd doma
families to find adequate, affordable units. Ho w
makes it difficult to measure the exYent to whic
I f foreclosures are cwmagaetmitvaticndpadthe yow amomthsmi
foreclosures in a single neighb®Irfh ofoodr entalyo sdeedp r e s
homes stand vacant for long periods of time, the
are nmbhiwehieosadra€Codcforeclosures also place pre
which can lose property tax revenue and may have
properties

Why Mi ght a Household Find Itself

its

Faci

mor t

l oans 0

There are many ptdsmeghbmhkatded imhgquwsesalh on

Some borrowers may have simply taken out

many homeowners who believed they were acting re
nonethel essl fasndf adhiemmg foreclosure. Factors

3 For example, see Donald R. Haurin, Toby L. Parcel, and R. Jean Heheitmpact of Homeownership on Child

OutcomesJoint Center for Haing Studies, Harvard University, Lelmcome Homeownership Working Paper Series,

October 2001http://www.jchs.harvard.edigsearctgublicationsimpacthomeownershiehild-outcomesand Denise
DiPasquale and Edward L. Glaedecentives and Social Capital: Are Homeowners Better Citizeda®onal Bureau
of Economic Research, NBER Working Paper 6363, Cambridge, MA, Januaryhtt@p98yww.nber.orgdapers/
w6363.pdfhew_window4.

41n 2009, Congress passed the Protecting Tenants at Foreclosure Act (PTFA), a temporary measure to provide certain

federal protections for renters living iaréclosed properties. The law required that most tenants be given at least 90
days’ notice before being evicted, and in sDheRTFA ases

was enacted as Title VII of Division A of the Helping FaesliSave Their Homes Ad®.L. 11122) and expired on
December 31, 2014.

SFor example, see the Institute for Childresas, Poverty,

Understanding the CbtpHvnewe.iciphusa.grdilelibfasym uvary 201 3,
ICPH_policybrief_ForeclosuresandHomelessness.pdf

6 For a review oftte literature on the impact of foreclosures on nearby house prices, sggnaie,) RUHFORVXUH TV

Price-Depressing Spillover Effects on Local Properties: A Literature ReWederal Reserve Bank of Boston,
Community Affairs Discussion Paper, No. 2608, September 200&ttp://www.bos.frb.orgdgommdevpcadp2008/
pcadp0801.pdf
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di fficulty making its mortgage payments 1include
be exacerbated by macroeconomic conditions, and
Changes in Household Circumstances

Changes i1insachoasmhiodadces can affect 1ts ability
number of events can leave a household with a 1o
its home. Sucthmscthameges dan ciimcl ude a lost job, a
structure due to divorce or death. Families that
may struggle to make payments 1if a hofusa@hold men
twoarner householedrmeaortheosusae hoilmdgl ddnexpected mec
unforeseen expenses can also make i1t difficult f
Further more, sometimes a changlongerimaeautms ta nfcaem
needs, and the household needs to sell the home.
a job or needing a bigger house to accommodate a
households that neexepdeer d etnoc emdo vae ,d eocrl iwmheo i n 1 ncome.
existing homes .prHdawovee Mienm ¢ensatnhye choommmeu ni t i es mnationw:
households in a ne‘gatdivémetagnuiintgy tploassdirtdihoeny, towe i r

mortgages twametbhwoph'@htly | imitablidmeywneor sell t1
homes for enough moneyftohpyyhatt ¢tbemovmor mgage
are effectively trapmedtgngethebercauseetnhelfomesnnae
their homes at a 1 oss.

The risks presented by changing personal c¢circums
took out a oan, butcdadteitni otnhaect iynega rnya c§ruotehcoomnsonngi c
falling home prices and increasing unemployment,
their homes for such reasons. The fall i1in home v
than the valudaaf dtihfefiirc uldmefsohrmahro meomas risn tor & el
avoid a foreclodarehadge hiery e xupmeyr nheamezedechesse, and i
incentive for homeowners toowhdkngwayaffomdthher
mortgage payments.omd omgl wdasg,h athet fard | ma ar e c on o
accompanying the increase in foreclosures was hi
experiencing job loss and the resultteankeeamcwme I
with their monthly mortgage payments

Mortgage Features

Borrowers might also find themselves having diff
due in part to features of their mortgages. I n t
rates, there haduseenf aml tienrcrataiswee imortthgage prod
significantly fyeoanr ,t hfei xterda diinttieorhWslit 13¢0ab er mowe g g
with traditional mortgages are not 1mmune to del
alternagnge Memtures seem to havmipghhatweeased t he

7 According to CoreLogica real estate analytics firm, negative equity peaked in the fourth qob2@t1, when over
12 million properties, or a quarter of homes with mortgages, were in negative equity poagiohshefourth quarter
of 2016, rising home prices had helped many households regain positive equity, but over 6%sofvibmmortgages,

or over 3million properties, remai

ned in negative equity positions. See CorelEmiity Report Fourth Quarter

20186 p. 9,http://www.corelogic.comiésearchiegativeequityequity-reportq4-2016-screer030817. pdf

8 For example, see Government Accountability Offiskkernative Mortgage Products: Impact on Defaults Remains
Unclear, but Disclosure of Risks to Borrowers CoBklImprovedtestimony, September 20, 200@p://gao.gov/

assetd/20A.14847 .pdf
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9 Even if the interest rate remains the same or decreases, it is possible for monthly payments to increase if prior
payments were subject to an interest rate cap or a payment cap. This is because unpaid interest that would have accrued

if not for the cap can be added to the principal loan amount, resulting in negative amortizati

on. For more information

on the many varians of adjustable rate mortgages, see The Federal Reserve Boastimer Handbook on

Adjustable Rate Mortgaggeittp://www.federalreserve.gguibsarmsarms_english.htédrop
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Repayment Plans

A repayment pl anboarlrloowesr at od erleignaqgilme sictu roraenn tb ys tpaatyu
back the paymestsedhe adongheviltdhs amiy accrued 1ate
loan modification, which changes one or more of
Under a repayment plan, the missed paytmeent s and
loan is paid off, or they may be added to the ex
increases the time that i1t will take for a borro
payments ®whe¢lsamemai fihree siedctoannd eiapti on mont hly pay
Repayment plans may be a good option for homeown
income but are now financially stable. However,
affordable, r e paynheenltp phloammeso wanreer su nwiitkhe luyn atfof or d a
foreclosure in the long ter m.

Interest Rate Reductions

One form of a loan modification is when the 1end
mortgage. This is differewmer ftraokme sa awtf ian amecwe , ma rn
lower interest rate and uses the proceeds from t
refinancing, a borrower does not have to pay <clo
mortgage modifreasti ontwi rkdactiowne which can mak
good o pttriooubbolfeodo wer s who owe more on their mortga
The interest rate can be reduced permanently, or
imeasing again to a certain fixed point. Lender s
level in order to avoid impending interest 7rTate
modi fications are relativelvesdomst by ctaawnsteha hleeyn d «
amount of interest income that the Ilender or 1inv
reducing motnst htloya ipfaoyondeanb 1 ¢ 1 e ve l

Extended Loan Term/ Extended Amortization

Anot her type ioofn Itchaant mncoadni fliocwaetr mont hly mort gage
amount of time over which the loan is paid back.
total cost of the mortgage for the borrower beca

101n a short sale, a household sells its home for less than the amount it owes on its mortgage. Often, the mortgage
holder will accept the proceeds from the sale as payment in full on the mortgage even though it is taking a loss. A deed
in-lieu of foreclosure refers to the practice of a borrower turning the deed to the house over to the lender, which accepts
the deed as payment of the mortgage debt. However, in some cases, the borrower may still be liable for the remaining
outstanding mortgage debhen a short sale or a deiedlieu is utilized.
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paymts to be smaller because they are paid over
United States have an initial loan term of 30 ye
for example, could result i1t hae bowarm wmant hly mor
Principal Forbearance

Principal forbearance means that a lender or ser
portion of the loan balance that menslhbyect to

payments by reducdintgr rtelset aomoeuwnt Tchhe portion of t
forbearance still needs to be repabeatbiyng hpabtorrr
of the loan is paid off or when the ahcomealilsy s ol d
change any of the loan ter ms, it resembles a rep

Principal Forgiveness

Principal, faolrsgoi vceanlelsesd principddwnmedwdtd omype a
mortgage modi fi c avteitnsonn tthhlayt p aoywmermst sb obryr of or gi ving
losnprincipal balance. The forgiven portion of

the borrower now owes |l ess, h iTsh isr ohpetn @ema d tyh If o rp
lender mort ga,gebutnvietstomam help borrowers achieve
well as increase the equity thaptotbeonitnicanielnys eh a ve
their desire to stay current on the mortgage and

Federal Response to Increased

As forecl osur e rraatpeisd hbge gyaena rtsch caifrtberre a2d0cOb6i par t i s a n

consensus that the rapid rise in foreclosures
o mmu niHtoisvev schre,wetlke s s agreement among policymakers
ederal government should do to prevent foreclos
0
]

1 Historically, one impediment to principal forgiveness has been that borrowers were required to claim the forgiven
amount as income, and therefore had to pay taxes on that income. In December 2007, passgdagislation that
temporarily excluded mortgage debt forgiven prior to January 1, 2010, from taxable income; the exclusion was
subsequently extended several times, most recentipttgage debt forgiveprior to January 1, 2017. Forore

information about the tax treatment of principal forgiveness GiR8 Report RL34212Analysis of the Tax Exclusion

for Canceled Mortgage Debt Incoptey Mark P. Keightley and Erika K. Lunder

12 For example, in 2U8, Representative Spencer BactRanking Member of the House Committee on Financial
Services at the time, said that “[1]t 1is 1in everyone
are a negative impact not only on the fanmilyhat home but also their neighbors, their property values, the

>

S

h a

licies and using governmentdt hest puitnoeaddnot porve
snigs thious ehol ds expdr iactdiomg mhar pskive,nts furt her

bes

community, and the local government.” ( Se rivdfleSgctor Congres s,

Cooperation with Mortgage Modificatios€Ensuring that Investors, Servicers,dabenders Provide Real Help for
Troubled Homeownerd4 10" Cong., 29 sess., November 12, 2008, Serial No.-14@ (Washington: GPO, 2009), p. 5,
https://www.gpo.govfisyspkg/CHRG-110hhrg46592/df/ICHRG-110hhrg46592.pdf Similarly, Senator Chris Dodd,

Chairman of the Senate Committee on Banking, Housing, and Urban Affairs atthetihe s cr i bed an “over whe
tide of foreclosures ravaging our neighborhoodsfamdr ¢ i ng t housands of AmeSeecan famildie

“Dodd Statement on Government Loan Modification Program,

http://www.banking.senate.ggqublicindex.cfmfemocratiepressreleased®=8505A8E5EF0G4480-8BBD-
6A2E360DB44A)
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es and communities that can be caused by
suggdahtat preventciongledf pretctdbshbrze the economy

c on
a s

Opponents of government forxdebhhosfiocepltovenetipnep
should be worked out between lenders and borrowe
Opponentesd exparns st hditd pneootp Iree awlhloy amretd hel p, or
perceived to deserve help, could unfairly take a
progr ams . dtThhaety tdamxgpuacye s houl d not beousddlio help
afford theieed dogats hate whavmsgblhpheomderet gdhhge may be
to pass their losses on to the lender or the tax
that they could not afford.
Despite the concerns surrounding foreclosure pre
propeke of the government 1in preserving homeowne
implemented a variety of temporary initiatives t
mortgage f8pmel ofut & se e aiancitteida thiyv eGsd thgmress swe rwhi I
created adminGeorghtusWe hndbPbaama SAdmrail sbrfathene.
initiateodedtilveonag m a,t ilnectlhued i2nbgll b o wi n g

o thddome Affordable Modifi whpirmtwn dRrdo ri amm n(c H AMP)

incentives to mortgage servicers to modify

C ¢

e the Home Affordable RefinamcerfPaogram ( HARP),

homeowners with little or no equjisty 1in the

e thddardest Hit Fund, twhiceh ttpa owilsadaftbeiSyundi ng
tailored foreclosure prevention programs,;

1T

e thd&d HA Shefritnance Pr ogrcaem,b ewhniocwhe rasl Itoowerde f i nanc
t heir monrttogangeews 1 oans insured by the Federal

( FHA) whi I dperriendcuicpianfg & lne mintda n
e additional funding for housing counseling
foreclosure.

federal efforts to address mortg
taed vesr awmgea eafucienitthie number of f
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3 This reportdescribes broad fedenatogramsntended to assist troubled borrowers and reduce foreclosures. There
were alsaadditional efforts to prevent unnecessary foreclosures, including amendments to the Servicemembers Civil
Relief Act to extend temporary foreclosure protections for servicenmsniegal settlements between the federal
government and banks that, in part, directed funding towards homeowners affected by foreclosures; administrative
changes by federal housing agencies (like the Federal Housing Administration) and the govegpomeered

enterprises Fannie Mae and Freddiac related to loss mitigation procedures for loans that they back; and rules
promulgated by the Consumer Financial Protection Bureau (CFPB) to establish national standards for mortgage
servicers, including standardelated to how they service troubled mortgages. These efforts are not included in this
report.

14 For a list of members of the HOPE NOW Alliance, see the HOPE NOW webkitpsit/www.hopenow.com/
memlers.php
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mortgage payments. This report focuses on federa
address these st aare,e.fl foocratls, and private sect

The followingfedetabnfodestonsbeaepmadwnendt iact iiviei t
through at Bhrqgenddki2@¢tr 6 bes certain additional fede
initiatives that were implemented éeémdedsponer t o
taoleo

Home Af f or dacbaltei oMo dPirfoigr am ( HA
On February 18, 20009, President Obama announced
initPMakivieg Ho mei nAc #fswedpedaarbaltee (phekpamertein troubl
borrowers obtain affon@dgnatkiceabopnar mbdir fcentaonsho
with little or no equity inThhsgeri wmoka@stwhovoesefin
a$ he Home Affordable Moantdhiec aHoinoen APfrfoogrrdaanb 1 (eH ARMPf)
Program ( HARPThi ses pekdstcrviebdeys HAMP, while a 1ate
HARY®

The deadline to appl ¥ f2GIInHAMR wass tDe Temhesmurdy e:
program exmiktatpBmutdames Consolidated.Appropriat
11-#1)3 put the December 31, YMAMB, apppbicationsdntec
prior to 0,De2cbednfb esrt 131 1 be considedriefdi cfaotri ommosd itfhi acta
already been made through HAMP remain in effect

HAMP was primarily administered by the Departmen
Mac each issued their own HAMP requirements for
guara#fhteed.

15The program details originally referred to the program as the Homeowner Affordability and Stability Plan, or HASP.
Further program details released on March 4, 2009, began referring to the plan as Making Home Affordable. More
information on Making Home Affordable can be foutndtp://www.treasury.gowitiativesfinanciatstability/TARP-
ProgramdiousingPagegdefault.aspx

HAMP sharedsomé e at ures of earlier foreclosure prevention progra
Streamlined Modification Program and the Federal Deposit I
failed IndyMac Bank. These programe aescribed in the Appendix.

17 During the 11# Congress, the House pas$t®. 839 which, if enacted, would have terminated the program and
rescinded unobligated funds. Borrowetsomwere currently participating in the program would not have been affected
if this bill had become law. CBO estimated thaR. 839would have reduced direct federal spending by $illion

over a 16year period. (See Congressional Budget Offit&. 839HAMP Termination Act of 201tost estimate,

March 11, 2011http://cbo.govitpdocs120xxoc12097r839.pdf) The bill was not considered by the Senate.

18 The program was originally scheduled to end on December 31, 2012. However, in January 2dh#ritstration
announced that it would extend the deadline to December 31, 2013; in May 2013 the Administration announced that it
would extend the program until December 31, 2015; and in June 2014 the Administration announced that it would
extend the progim until at least December 31, 2016. See press releases from Treasury and HUD announcing the
extensions ahtttp://www.treasury.gowonnecthlogPageFxpandingour-effortsto-help-morehomeownerand
strengtherhardhit-communities.asphttp://poral.hud.goviiudportalHUD ?srcHpress/
press_releases_media_adviso#888HUDN0.13-083 andhttp://www.treasury.gopresscenterpressreleases/
Pagesl2444.apx.

19 Section709 of P.L. 114113

®Treasury’s requirements governing HAMP for mortgages that
available in a handboakatwas updategeriodically to incorporate new guidance or changes to the program. That

handbook is available attps://www.hmpadmin.corpbrtalindex.jsp HAMP guidance related to mortgages owned or
guaranteed by Fannie Mae or Freddie Mac can be found on th
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Program Description

Through HAMPer ntnheedf i pawwi alle i nc e nmtoirvtegsa gteo spearrvtiiccei
who modliifgielbl e t r omobrltegidangbeosr ¢ ®wetr @ r emdouncteh Ityhe bor

mortgage payments tomantmbyeibhwmameBldthAMPyYy Tt hertr
mortgage?buwtr vimwea sae dsne ravg rceeermesntgnwi t h Treasury t
program, twhBousedérbycehe r ulwasseoqfuitrheed ptroo gmwoadm fayn &
mort gagescdad&ahcactoridti nsge rtvoi t he program guidelines.

]l oan t

HA M® o n

inte

For mothwgamesdi fied under HAM®Tr r dppacyvnsecnetrss brye d u c e
reducing the interest rate, extending the
necessary toavmeah thetivaongeBlpfp ovemoenmhlt yedncon
to reduce mortgage principavemat paegqubrfed
Servecouartedduce interest rates tolssrdaoguwmasedn2tiaa Th
in place for five years; after five years,

m o fication agreement was completed, t he

un 1

di
t

—

modi fied payments-momtthi meidilr pegiaoddibedore
converted to permanent status.

if th
r e
1

it reaclfog tnbdftormarnrk otm mat ¢ he@Ee 1nterest
“Interest RatabAdprts omedhh¢ Bor wa weéuhisrsegdr letgpoo 1 t

t he

The government provides finrasmdiablorirmovenrtsi feog t o
part i cAlptahtoivogahd l1tilnee dteo apply for HAMP has passed,
incentives related to existing modifications (or
was received prior to the deadline) for several
e Servicedan mepdepumée incentive payment for each
loan modi taocnarapafyemd Eeayment for wup to threece
years 1f the borrower remains current after t
payment was reduced by at least 6 %.
e Theorlrower ¢ an“palyesou crlcessesicne i v e payment (in th
form of principal reduction) foon up to five
t he moarfttgearget he modi fication is finalized, as
reducti omt ptalyeneaatd of the sixth year after mo
good standing.
e Investodap aryane ast v aroes tianfcteenrt itvheerteheveos 6r b
of reducing the monthly payment to 38% of mor
palial f tt hoef cfosrt her reducing dhe3&%bnthly mort
to 31% of monktrthveys hihhsceo meecei ve incentive payn
loans modified bméolengqubomodwdr Ebetrons 1in
areas with de c(lHiomiinger hldaene | ipirianccResnottievcet si )o,n

guidance fofFannie Mae and Freddie Mac mortgages was broadly similar to the guidance for other mortgages, but
there were some differences

21 Servicers of mortgages backed by Fannie Mae or Freddiewdacrequired to participate in HAMP for those
mortgages. Companies that received funding through Troubled Asset Relief Program (TARP) or Financial Stability
Plan (FSP) programs announced afterahnouncement of Making Home Affordable were also required to participate
in HAMP. A list of participating servicers is availablehdtips//www.makinghomeaffordable.gayétanswergdages/
getanswershow-contactmortgagecompany.aspx
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provided that mbhe hbygr mowemgadwec od ybme nat
6 %52

Treasu
was 1in
Treasury dommngesate the HAMP requirements
Supple
progteoe
t

negativyvewhqgquht gre “Relsactradd eldA Nhe & thohginsa arfe pto r

Basic Eligibility Criteria

B roweksng a HAMBRpmddietbiucgat itchre i r Tlher t gage
u

specifidf olromtahgerwapm. qHeaweisfe weg r 8 he be s ic
ria thhaadmeatbomr oewder to qualify for a
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t
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e a borhraodhedtrwe a mor t gfaagnei leynd Cam msei mmngilte) pr o
thwas originated on or before January 1

e t he ©bohrardd weoe 1 n the home as his or her

ment £l nDaddétivas. Treasury HAMRelmetnd & d
ma tot eanspsti stt certain groups, such as unempl

2

l east

ry made a number of changhke yveatheafudedestly
trSdomecdf wheetétatharggys mwe ono,r ewlsiilgen i dtilceams

t o s €

t .

S €V

servi

eligi
stan
perty
200

pri ma

critemdiosonnedcessarily havet dion bteymetoff oHAMRI i

mont h

t o

but

rements womompilieg, HAMB a omdwhpactofwhfd htear o1

C

9

]

]

(

modi ficatHAMP clTadédredr i bbdl bwdt her

e the unpaid principaloulallgamnedaet woan tthhaen nfo7r2t9g,a7g5e0
for -anbmeproperty,

e the bohrardbewecopaying more than 31% of his
toward mortgage payments,

e t he Dbohrardbeecoe xperiemal ngpanddihpdchidi cmadt
remain current on dihdntenod ttgagdy Borirwmwdefaul't
on their mortgages 1 hadlbdrera stoon aghuayl i f y,

f or e s’¢aenadb 1 e ,

e the estimated net prleasdrndtsouvlatl uien ogfr eaa tneord ivfail cu

the mortgage investor tuihmag ftolree crnl cots upree s( e rhti sv

met presens debeecibedt in more detail below).

More detail edrehigirtbiqpuritrgegemaeanctlsude d siODNLQJa s ur y

+RPH $IIRUGDEQH ¢ DQGERRN d *pTorleiatsyu rdyiqrud o te iené enst s

gover

mortgagemotthabtacked by Fannie Mae anddfFheddie Ma
ownogmram requirements foedodtrhegumonmntngaeges that the

2l ncentive payments and how t he yMakingtHome Affordable Handbaok a r e
Chapter Il, Section 13.

23 Archived Supplemental Directives, which have since been incorporated inttakireg Home Affordable Handbook
are available atttps://www.hmpadmin.combrtalprogramsguidance.jsp

“The Making Home Affordable Handbook and associated
found athttps://www.hmpadmin.combrtalprogramdtamp.jsp#1Thehandbook contains the requirements for
mortgages that are not backed by Fannie Mae or Freddie Mac. Guidance for mortgages backed by Fannie Mae and
Freddie Mac can be found on their respective websites.
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Servicers par tciocnidpaatnte n gpr as HAMNMPWalteesetheomn el igib
mort gages dthhact ecxopmpcatreed financial returns to 1nva
modi Pncawoi the expected financiZIf rteitenrenxsp efertoemd p v
returns from awelgaraena tneord itfhiacna ttihoons e wferroem f or ecl os -
required to 'pagmeatbotoower snore than 38% of mont
governmentdhtah efn tshhea rceo s t Opfa yrneednutcsi nfgr obmo r3r80%v eorfs mo
income to 31% of mowetmebtg qunc emhe t oSenodi ¢ ¢gr snort gag
negative net present value results.

HAMP Tier 2 Eligibility

In early gl0d2natinexdumded version of HAMP, refer
f stome borrwewmeats aohiogible for a SHAMBaTide HAMP mo c
repredrendl ternative to thet setraenadfatredr eHdA MPo maosd i H A M
Tier 1), rather than a replacement of the standa

Under HAMP Tier &t,o bnoererto wnearnsy sotfi ltlhehabasic HAMP
includin having-faa mmol ryt gpargoep ecorrt gad tshiantglmea b e Do 1 g i h
1, 2009, experiencing a documented hardship, and
specified threshol dshabeomwklvert o bgu a lowkoyts e me g hit f
meet other requiremedtHAMBD madifiifga tfdemoan,a st amlhdas
mortgagetprnymmat waslioeddptbel ow d3olt% loirvei fi nt htehye dt

as a primary residence. In order for a mortgage
HAMP Tierr @vheatdlbet olled i nquent on t KHiemmmometngta ge ( mor
de famelmeo t e 1 i gi blhea)db atocasrprempdiyt wnccupied by a te
t he bohrardeweot i fy thatetdhberemtslidhei pwvopdetaysfor at
( ahlotu gh at any -ypeoairn tp eirni otdh at shdef ibvoerhreo weamec or ¢ ho o
occupy 1t as a principal residence).

In addition to the eligibility requirements bein
servicdemomgdgés and the incentddeOmlayy mmmrtt ga g eaisc
t hweamot backed by FanmieaedMagei bolre Ffrotrd dH AAMPMaTci e r 2 .

25 Servicers were allowed to use their own valueséstain NPV inputs on the basis of their own portfolio experience,

but such allowed changes were limited and had to be approved by Treasury. THer&ddwall Street Reform and

Consumer Protection AcP(L. 111203 required Treasury to make a net present value test available on the internet,

based on Treasury’s NPV methodology, to help borrowers bet
Treasurywasalsoe quired to include a disclaimer stating that speci
respects. The NPV calculator is availablétps://checkmynpv.comThe DoddFrank Act also required that sereis

provide borrowers with certain NPV inputs upon denying the borrowers for HAMP modifications; this differed from
Treasury’s guidance at the time, in which borrowers had to
period if the borraver was denied a modification due to a negative NPV result.

26 Supplemental Directive 102, Making Home Affordable ProgramtMHA Extension and Expansiolarch 9, 2012,
https://www.hmpadmin.corpbrtalprogramsdocshamp_servicesd1202.pdf

27 Although mortgages backed by Fannie Mae or Freddie Mac were not eligible for HAMP Tier 2, they may have been

eligible for a similar modification called the GSE Standard Madifan, developed by Fannie Mae and Freddize as

part of their Servicing Alignment Initiative startedinOctobe®d 1 1. I nfor mation on Freddie Mac’
Modification is athttp://www.freddiemac.corsinglefamilyservicestandard_maodification.htmand information on

Fannie Mae’s St an ditpst/MdwwNamnleindeicemdntentguinlesanscing2/3.205.html
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HAMP Funding

The Administration orig ally
billion was to come from Trou
come from Fannie Mae and Fred
owmdr gudFantee

Tr

o

ie Mac for t he

casury later pDédvihedamosnnewmibdd AAIRR df ufnodrs HtAhWAPE,
and used some of the $50 billion originally
related programs (the Hardest Hit Fund and the
sectiofi this report). Ultimately, Treasury c¢ommi
foreclosure prevention programs, 7tath28 than
bilWwWamaommi t tAeMP taamm dH it s 1 e.l6a tbewdl elmimoong t ¢ msd, t 9 t he
Hardest Hit Fund, awmdéomms ttedet oft 068 mWMHAI Bhort

Prog¥am.

As Doefc e mMdble r2,011861 1 d f omhe $28 billion allocated
proghdmsen ditfdfbumsdddtion, another nearly §$8

estianadwendt t h830 HANM
ded RN25cbi Relow fwd

payment of future financial inc&@Thévesamoeuwntsate

did notanfyno d snd gl o mbmiitnt etdh e nfoudtiufriec aftoirons o f
whetrlee b dsr raopwpelri cation had been Ore2,@ppkdcptrion
deadline, but where the modification had not

HAMP Results to Date

The Treasur Dgpartmehy repentssspreeddghbsiag the
reports offer a variety of information,

modi fications made under HAMP and the number
trial and per

per manent m

includin

manent modiifciecrast,i oannsd mntahdee nbuymbienrd iovfi
di ficat i%(nAs unnodteerdwaeya rilni eera,c hb osrtraotwee.r

complet-mornt hhrtreeal period before the modificat

28 TARP was authorized by the Emergency Economic Stabilization Act of Z008410343. For more information
on TARP, se€RS Report R41427roubled Asset Relief Program (TARP): Implementation and StaguBaird
Webel

29 Department of the Treasurgection 105(a) Troubled Assets Relief Program Report to Congress for the Period
February 1, 2009 to February 28, 200Q 1, available atttp://www.financialstability.govdocs/
105CongressionalReporifisaReport_03062009.pdf

30 These amounts have changed over time. For example, Treasury originally committed just over $8 billion to the FHA
Short Refinance Program. In response to letliananticipated ppgram participation, and therefore fewer defaults,
Treasury reduced the amount committed to the program multiple times. Furthermore, the Consolidated Appropriations
Act, 2016 P.L. 114113 allowed Treasury to transfer $2 billion in unused TARP funds to the Hardest Hit Fund
Treasury made this transfer, increasing the amount committed to the Hardest Hit Fund while simultaneously reducing
the amount committed to HAMP.

31U.S. Department of the Treasuffypubled Asset Relief Programlonthly Report taCongresDecember 2016,
January 10, 2017, p. Bitps://lwww.treasury.goifitiativesfinanciatstabilityfeportsDocuments/
2016.12%20December%20MonthIPBReport%20t0%20Congress.pdf

32 pid., p.3.

33 nitially, Treasury published monthly HAMP performance reports. Beginning with the second quarter of 2014, the
reports are published on a quarterly basis rather than a monthly basis. The last monthlyaepohished in May
2014.

#¥Treasury’s HAMP per { or nittpn/even.treasupygowutitiativesfinanciabstabilifyfeporisd  a t
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The Administreasttiionaterdi gihmal HAMP could eventuall.y
million and 4 nAisl tlohfew m quladr nt & & watbefdustmi 1 1 1 on HAMP

moidf i cwer oen.acQOfi vtech28@00 abwome active trial modi fic
962, 000 awdrn e per manehablsmehdwhiothdmdnboenrs .of HAMP tria

and per manent mdsdiafritceadt igormasmetbhtahgte nhpar el ong wi t h t |
eachwde¢hatrrentalsy offo ttghtehr t er® of 2016

Table 1. Number of HAMP Modifications
As of the fourth quarter of 2016

Trial Modifications Permanent Modifications Total
All Started 2511,344 1,683,112 N/A
Currently Active 37,680 962,209 999,889

Source: Making Home Affordable Program Performance ReporthiefeogtitQuarter of 2016
Note: Includes HAMP Tier 2 modifications.

According to Treasmordy,f itchhetd mend ir abwneecHaliMBYd) @fe r
month 1 n ’sa nboonrtrholwye rmo,r tpgraigeer ptagy mtelne 1 mpact of an)
adjus{mhentunssed“Ifatretrleesrt iRm’stehcet®d pmy t ment s

Related HAMP Progr ams

Treashuasgt ablishefd ad diutmbemral ¢ o mp one ndusndoerr s ubpr
HAMP.hese subpr ogr antse rgteanienr aplelryc etiavregde tbar riers to
certain popul altiikoen sH AOMP,b otrhreo wdeerasd.l1 i ne to apply f
generally December 30, ®P2WHdo6subprogrdunmdedrcats espen
HAMP idechadeod g:

Second Lien Modification Program (2MP)

Many borrowers have secAnmdomibgadgagicn vOlblddmh ed rc ha
the property that gives the lender a security 1in
does no¢ repmy The Il ien that secur‘escan’d clciomnd mo
because 1t is second in priority after the 1ien
Secdndnave the potential to make loan magdificati
the first 11ien matyo tnaolt mnroendtuhcley hnooursteghaogled spa y ment s

PagedlakingHome Affordable-ProgramPerformanceReport.aspx

35U.S. Department of the Treasultaking Home Affordable Program Servicer Performance Report Through the
Fourth Quarter of 2016p. 7, https://www.treasury.goiditiativesfinancialstabilityfeportsDocuments/
MHA%20Quarterly%20Report%20Q4%202016_C.pdf

36 These numbers incledHAMP Tier 2 modifications. HAMP Tier 2 went into effect in June 2012. According to
Treasury, a total aibout226,000 HAMP Tier 2 trial modifications, and abdi27,000 HAMP Tier 2 permanent
modifications, had been started as offtheth quarter of 206. See U.S. Department of the Treasiigking Home
Affordable Program Servicer Performance Report Throughrtheth Quarte 2016 pp. 67.

87U.S. Department of the Treasultaking Home Affordable Program Performance Report ThrabglfFourth
Quarter 0f2016 p. 8

%3ee Treasury’s “MHA Program Sunset Overview: Training for
https://mww.hmpadmin.corpbrtallearningcenteddvisorsdocsmhasunsetoverview_ta_presentation.pdf

®¥A11 of these subprograms Makiag HbraesAffardalbedddndbioak det ai 1l in Tr eas
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ge remains unmodified, and (
he mort gatea g fseudbhoerodsiencaotned mo
to the first mortgage or to

nd mortga
modi fy t
mortgage

LiPerno gMaadm Mme da at cemddmas dimmise son prope
imedi fmoe d gt plefohweg ks eHAMPc.er waffi t he s ecort
ng 1nh&dhPg oetch eeni tthheart tsce rmo diefry t he se
with program guidelines, or to exting
yme nts, fwhentwamobdtirgdraigewede runder HAMP. (Se
rticipate in 2MP separately from sign

ng sontidecensveadd niaimevdatlonsmcentives f¢
megd esre c2o0MiPd lainadn how r owers who remain cu
n and 2MPpapdruf Ciemscae piny meamt s efcer up t

st announced eidnh aAuegPib@Wt240d0dandr easury

ounnsd ewre r22MPh oansf webf t € h*t of 2016

dable Foreclosure Alternatives Pro

a blb me F AAfl ftoctrmsaurierog r@thAFA)heppta borrow
ligibilidgt culittiematae lfyporq HAWMMBPE y bfior da
y compl e teed nt hae HAMPa Imopdeirfiiocda,t ioorn ,d epfaaru
ve incentive patymealtes-idira caucdoafigpd et i ng
as an “Slt ol r erreiscveei ovued dff iomr aenccl ioaslu rien c e n
o4 i ¢ swaalsluactcre sdedfawud 1y e xeocwltdaodei wmend bor
nckaltp vei ph ymehd sa tdfowlhd exipeaspart lalve
mt oi fhaheyaapgoeetion of the proceeds o

“2( Thiee nshuoblodredrisnnat h aldi ¢ bh@d detrbeiinl tans

d waive all claims against the borromw
In order to attempt t-iodh s8¢uweafil ine th

mder HAFA, sTraenadsaurrdyi zperdo vdiodceudne nt at i on and

ng servicers to use.

nto effect on April 5, 2010, although

program beforeetdhnt 48doOEBAFArtcmamy ghcatdie pe e m
letedoaguamift ¢ d’dofs t2 OIF6 t hewesdhoannssagleons

iMarudodd@ 0001 osur e

40U.S. Department of the Treasultaking Home Affordble Progam Servicer Performance Repotirdugh the

Fourth Quarter of 2016p. 15

41 Short sales and deeitslieu are described in footnot®. Under HAFA, the lender must agree to accept the
proceeds of the short sale or the deed and property as full payment of the mortgage debt, and may not pursue borrowers
for any remaining amounts owed on the mortgage. Short sales andrmidiedshave a nedave impact on a

s

borrower’s credit, but they may result in fewer mnegative c

42Supplemental Directive 12 7, “Home Affordable ForReliospwrEpddterhalNowemb
2012, p. 8https://www.hmpadmin.combértalprogramsdocshafasd1207.pdf

43U.S. Department of the Treasultaking Home Affordable Program Servicer Performance Report Through the

Fourth Quarter of 2016p. 16
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Home Affordable Unemployment Program (UP)

The Hbofnfeor dnacbmpel oy ment Prd pda mo (wbvke hu aetvehopgl oy e d .
Under UP, partwenequingd stos vo LRaos ufnhemipd oryaendce pe
borrowers who appltiheed UPo re |HAMPbo ialnidt ymectr i t er i a be
borroweM™MP. fdhe HAorriboed floamsctae dmé ni mum of 12 mont hs,
borrowene-ebmpd pywhi che vseao.fbBeacrurrémeedrtsga ge payment s
wedeoewered to 31% or less of their monthly 1ncome
time period.

Aftefothear ancgd pomieo dhmadimdvweregained empl oyment
needurther assistance. Ot Wwe m ebnoprl rooyweedr sb,u ts vacth aa sl
salarlygbemmple to qualify for a regular HAMP modi
have qfiatidi€dreclosure alterdabtiiewe osfucfho raesc 1ao ssuh
and some borrowethsa belatbilnea tteol ya vimaiyd nfootr e c1 os ur e .

UPewt into effect on July 1, 2010, although ser:\
ear®Threeras urey hraetp @rfkd® Wt UL forbearance plans had be
fouguarter® of 2016

Principal Reduction Altermnative (PRA)

Undeer Ptrthi ncipal RedurfipardAl tcepacsegqueseBRAoer s

consider reducing principal balances ad part of
at least 115% of the dtad umo rotf gva dneosh cthlealtmdy Thi s a
Fannie Mae and Br ecaddi’sfF rMadgluileEa4oni et he Federal Ho
Agency EeEEHEApPELSE ynot allow principal reduction fo
Freddie Mac owhe dDeé lgpartaad a@tere .t he Use of Principa
Mort gage Mbsdeicftiicoamt ikodniss r r e port for more i1infor mat
Mac, and pridmcitpgan. )

Under PRA,antnswor vniecte rpsr ers ent valudatebke¢essfoitldbWwrobd
the value of tvhaetsihre hsamensd:a rtdh eNPfVi rtsedptr i nang¢patd he s
reduction. I f the net warleisgehnetr vuanlducer otdfh et htee snto dtihf
principal 1 e dudchtei oonp,t isoemr vtioc erresd uhcwee mporti nrcei gpuailr. e dd o
to do so WVds ¢ chwec epd,i ot¢h ¢ habmopunitmwecaisma It imdd yettirem t ¢
as principalf ofrobrecbacmarmontcbedy ftohregi ven in three equa
t hr e easyelaoomsg as t hec ubrorrernotweornr rthegmsag iconr dhyeme mtos . Tr e
of fadddatli dn nancial incenti wase t oucneddevre sPtRoAr.s wh e n

44 Originally, the forbearance period wasnonths. Treasury extended itk@ months in Supplemental Directive-11
07,Making Home Affordable ProgranmtExpansion of Unemployment Forbearandely 25, 2011, available at
https://mww.hmpadmin.combrtalprogramsdocshamp_servicesd1107.pdf The change became effective on
October 1, 2011.

45The original detailed guidelines on the Hewffordable Unemployment Program were released in Supplemental

Directive 1004 on May 11, 2010. These guidelines are availaliétad://www.hmpadmin.combrtaldocs/

hamp_sevicer/sd1004.pdf Updat ed guidance can be found in Treasury’ s Ma
available ahttps://www.hmpadmin.compbrtalindex.jsp

46 U.S. Department of the Treasultaking Home Affordable Program Servicer Performance Report Through the
Fourth Quarter of 2016p. 17.
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The PRA went into e*fAfceccotr dom gOathool ki e s mea dytha G e nt
PRA modificationsfowmgunehrdaetti ddh 2% Héeft atplmgt t her e we
37, 00 Ov ea cHAIMP modi fications that inc®uded princip:

Selected HAMP Issues

In the WHAMPswaf§tereated, wae rmuinsbeedr roefl actoendc etron si t s
i mplementation*Tahnids esfefcetcitoimvsedbnaeisestf. i we mle i s sdes t ha:
interest rate adjustments on HAMP modifications;
permanent status; and apseassomenmtnse eo fi nmd mtpgd a2 gne ng d

Interest Rate Adjustments

Under HAMPof the wayswemodwhfchdmbotgakesesve a 31Y%
paymtemhcomevabyt reducing the interest rate on t
modi fie interest rate remains in effect for f
point e interest rate can rise btyhapmaokoene
intere at was 1in effect at the time o
inter 6% on his original mortgage,
i fi d tihna te ftfheec tmaartk etth ei nttienree sotf rtahtee
er , the modified 1nterest rate wou
it wo e to 4.5% from 4%. At that point

u

fodstl borrower. (Average mar ket intere
v
0

===
[¢]

- - -
(¢}

(¢}

L = T = ]
0
LO o —H O ©»

-
e G ]
5 o= & 2 O
o v S5 -So

O~
—
5 e O00®

d
h
t
t
a
i
d
r
e a r ual interest 6ramge foomthadegeadH

e

7]
—

T

first interaewnt theagdatrtelmaddrer2PY dgdsatni mates t h
owers who AMPi1i modi fii,s tntidliti e¥wofdi iHfei.c ati on) wil
rience 1nteres:t rate 1ncreases, with a medi a
rt hael i notferest rat¥Howevemsecosxpgoctadoaedfagd .7
eases *vary by state.
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g advocates have expressed concerns t
reases coul dwanask et a tc adntfifn warl mha Kiomrg sto
n December 2014, Treasury announced t
der HAMP through six years will be el
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47 Detailed guidelines on the Principal Reduction Alternative were released in Supplemental Dire6ivenliune 3,
2010. These guidelines are availablatits://www.hmpadmin.combrtalidocshamp_servicestd1005.pdf

48 U.S. Department of the Treasultaking Home Affordable Program Servicer Performance Report Through the

Fourth Quarter of 2016p. 14

49 The Special Inspector General for the Troubled Asset Relief Program (SIGTARP) is one entity that has examined
various issues related to HAMP. SIGTARP’s quarterly report
are availat® athttps://www.sigtarp.goypagesquarterly.aspxand other SIGTARP audit reports are at
https://www.sigtarp.goyagesdudit.aspx

°3ee Freddie Mac’ s hi-yeardixed ratenhortgagestatph/ivww.frddgienac.comphrms/3 0
pmms_archives.html

51U.S. Department of the Treasultaking Home Affordabl®rogram Servicer Performance Report Through the

Fourth Quarter of 2016p. 9.

52U.S. Department of the Treasultaking Home Affordable Program Performance Report througlirtheth
Quarter of 2016pp.36-37.
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$5,000 in thé¢ fedmcofopriaBoppaowers were already
year in the form of principal reduction for each
remained current on their modi fied mmorptagratg e sb.e) T
intended to mitigate the i1impact of the interest

Conversion of Trial Modi fications to Permane

After HAMP had been in place for several months,
the high aalimbhedi bifcdatrions that were being cancel
permanent status and the length of time that it
per manent . In response to these conceramtseg Treasu
the conversion of trial modifications to per mane
borrowers to help them #ndorcsutmemd aadand nme eetq uti r ¢ mp
increased reporting requirMomsetat abhnud smmomdé¢ oFumg
Treasury has required servicers to have document
offering a trial modification and to verify that
a trial eriod plan

Prior 2t0ol OJ,unfee easury had allowed servicers to ap]
on the basis of stated income information in ord
but the servicers had to veriulyd ttheicso men fpoerrmma n eom
cases where'sth¢ edortmnocowemes i nformation differed fr
servicers -efabnahadboobprowers for the program (fo
test), which somememes toeekladdiitnobetrowers who
trial modification being denied for a per manent
Requiring verified information before a trial mo
more trial modi fpiecrantainoennst cnoondviefritciantgi oimwsu rg chi ng f o
quarterTroefa 2W0rlydo ,repor 008 thawlamodi fitations had
the requirement for servicers to verify 1income u
compedbout 67HaDOmodi fications tha?t were cancele

TreabburAs sessments of Servicer Performance

Over the years, some have questioned whether mor
HAMP properly. Conthahsihavembeeaseaisedvicers h
eligible borrowers for modpaperawadroki,s ,ormr eptelme rewil sy
evaluate borrowers for HAMP®according to progran

SimnAcper i 1 2011, Tr e alstusr yo fh aesx arnei Ineaatsieodn sr eosfu t he per
servicers participating in HAMP on a quarterly b

53U.S. Department of the Treasury and U.S.Dept me nt of Housing and Urban Devel opmert
Kicks Off Mortgage Modification Conversi ohttp/lreas.goe/, ” press r

pressieleasesj421.htm

See Treasury’s Suppl edidlmtmel ADifroea otaib-eProgv@nd)pdateand t i on Progr a
Resolution of Active Tr i aHttpsiMewihrfipadmincombrialprogtamddocat uary 28, 201
hamp_servicesd1001.pdf

55 U.S. Department of the Treasultaking Home Affordable Program Performance Report Througlfrtugth

Quarter of 2016p. 7.

56 For example, see SIGTARRlortgageServicers Have Denied Four Million Homeowner Applications for HAMP
AssistanceJuly 29, 2015https://www.sigtarp.govépositorySIGTARP_HAMP_Denials_Report_rAwagr.pdf.
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= A

HARP was originally schedul
HARP i1is currently scheduled

o

cepBpe "o "0

[¢]

r

asury announced that i1t would be withholding
timg padrvicers due t'peffoadmagsethndet hehsepwo
ting’sTrsetaasnudray ds. The servicers, Bank of Amer i
go, wer e Hslulb sftoaurmpdi etVoe mmeenetd ' Hr swrvye rsaadi d rtelmast. i
ld reinstate the inceémed ver maryme nit mpwheadthed
ger found to need subs btaf tltidaadr g ensptr osveernveincte. r sT h
nd to need moder at e niomp rwoi vt chnheonl td, 1ibnucte nTirievaes upray
se slervicers.

a’s usybsequent assessments of servicer perform
ftohueytahr t e o v2ZBhl 6er vicers we.reln ntchoantdkequ a mt er
wiadomnd to need subsantafwausmd tionpmreoevd mmonder at e

mpr ovemivwee,r eanfdoufnd to nee’dAl mhopoghs Mpeoyamgnt
ssessments have shown improvements 1in servicer
onc dbromg s3’'¢mpiemesnt ation of HAMP and the extent
orrowcrashemaryongl y deni e dnapaadvief it chactiiromso darf i cat i o
erminated wi®®hout good cause.

Home Affordable Refinance Pro

HARP i1is the refinancing componentapplithe ™Making
mort gagebsy bFaacnkneide Mae, anddFthddpeoMaam requireme
t hos e aenndt itthieeisr regulator, the Federal Housing F

ed to end ot June 10,
to be available wunt.i

57 A fourth servicer, Ocwen, was found to need substantial improvement as well, but Treasury did not withhold
incentive payments from Ocwen at that time due to a finding that its performance was partially due to a loan portfolio
that it had boughtrom another company.

58 U.S. Department of the Treasultaking Home Affordable Program Performance Report through April 20drie

9, 2011. Servicer assessment results begin on p. 1Makihg Home Affordable performance reports can be found at
https://www.treasury.goiritiativesfinancialstabilityfeportsPaged¥aking-Home Affordable-ProgramPerformae-
Report.aspx

59U.S. Department of the Treasultaking Home Affordable Program Performance Report thrahetrourth
Quarter of 2016p. 2Q

60 For example, see SIGTARRlortgage Servicers Have Wrongfully Terminated Homeowners Out of the HAMP
Program January 27, 2016ttps://www.sigtarp.gowudit%20Reports/
Homeowners_Wrongfully_Terminated_Out_of HAMP.pdf

61 HARP was originally scheduled to expiva June 10, 2010. The Federal Housing Finance Agency extended the
program fivetimes prior to the most recent extensionMarch 2010, FHFA announced that it was extending the

program until June 30, 2011. In March 2011, FHFA announced that it was extending the program until June 30, 2012.
In October 2011, FHFA announced that it would extend the program until December 31n2813 2013, it

announced that it would extend the program until December 31, 2015, and in May 2015, it announced that it would
extend the program until December 31, 2016. See the following Federal Housing Finance Agency press releases:
“FHFA Ezxetfeimmdasn cR Program by Hhip/fhfagevwebfijeSA5486E r ¢ h 1, 2010,

HARPEXTENDED3110%5b1%5d.pdf “ FHF A Extends Refinance Progr
http://fhfa.govivebfiles20399HarpExtended0311R.pdf F HF A, Fanni e Mae and Fr
Changes to Reach Mor e Bhttp/ffhfa.govivefilesP2721tt ober 24, 2
HARP_release_102411 Final.pdf “FHF A Ext ends HARP http/wawrfhfasgowebfidep/ r i 1 11

25112HARPextensionPRFINAL41113.pdf and “Prepared Remarks of Melvin L.

Institute 22Annual Economic S httpihivwwfhia.gdvidediaPriblicAflalsPagesPrepared
RemarksFHFA-Directorat-Greenlininglnstitute 22nd AnnualEconomieSummit.aspx
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it will be implementing a namwd rkrfeidndind da Magé waprts on
with hitighllheamatios in Octobelty206tfen@HARPs wat hmt

remain available unti®i the new program is in pla
Program Description

HARP allows certain homeowners with mortgages oW
FreddfPfeoMrnefinance thebenmbitoghgameresordat eso e
the amount owed on the mortgage exceeds 80% t
who owe more than 80% of the value of their home
and therefore benetfirtattiensg, fbreocnn ulsoewetrh eiyn tdeor ensot h
their homes By allowing borrowers who owe more
refinance their mortgages, HARP i1is meant to help
mortgage paymbatsisomarbewé€fFordable. Rat her 't han
behind on their mortgage payments, HARP targets
payments but have lost equity in their homes due
Originally, msamawaraedl bpirbrloewet o refinance throug
of the value of thetiovralhwanesa t(itdh,aton sLL TNnpf wahse altoa
July 2009, the program was expanded toofinclude b
their homes. In October 2011, as part of a broad
loaewalue ratio was removed entirely.

The broader package of changes to HARP that was
allow more fpeofpdre ttlbe quradgr am adfHARB. ®lofmmonly r e
addition to removing the LTV cap, ot her changes
paid by borrowers who refinance through HARP, wa
maal by lenders on the original loans (intended t

HARP by releasing them from some responsibility
encouraging greater use of aut amptrad swdlsuadatmi o dn

streamline the®refinancing process.

2Federal Housing Finance A gaminedRefindnEciOfesingfonHigh bTiVc e s Ne w

Borrowers: HARP Extended through Se pitpdwwwdhfagvMetid/, ” pres s

PublicAffairsPagedFHFA-AnnouncesNew-StreamlineeRefinanceOffering-for-High-LTV -BorrowersHARP-
ExtendedthroughSeptembef017.aspx

63 Borrowers can look up whether their loabécked by Fannie Mae or Freddie Mac at
http://makinghomeaffordable.gdoan_lookup.htmlFannie Mae and Freddie Mac are governrspoinsored

enterprises (GSEs) that were chartered by Cosgoegrovide liquidity to the mortgage market. Rather than make

loans directly, the GSEs buy loans made in the private market and either hold them in their own portfolios or securitize
and sell them to investors. The GSEs were placed in voluntary comsehiptby their regulator, the Federal Housing
Finance Agency, on September 7, 2008. For more information on the GSERSéteport R4452%annie Mae and

Freddie Mac in Conservatorship: Frequently Askguakestionsby N. Eric Weiss

“Federal Housing Finance Agency, “FHFA, Fannie Mae and

Borrowers,” press thtplfafagodvebfil€32272d BARRP_relzabe 1024011 Hinal.pdfany
of these changes became effective in December 2011 or January 2012; however, specific changes went into effect on
different dates.

65 Fannie Mae and Freddie Mac each released their own guidance governing how the HARP changes were

implemented for loans that they own or guarantee. Fannie

https://www.efanniemae.cosf/guidesssgannltrspdf/2011kel1112.pdf whi l e Freddie Mac’ s i s
http://www.freddiemac.corsélliguidebulletinspdf/bli1122.pdf
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Basic Eligibility Criteria

Mortgages must meet a variety of ®“Seomei ndmdttes i n
key eligibility criteria include the following:

e the originabemowhgadgermgutataranteed by Fannie |
Mac (limiting the program to mortgages that
or Freddie Mac ensures that these entities d:c¢

he refinanced mortgages),

t

e the mortgoge amfisamigliye Ho me,
the original mortgage must HNawd closed on or
t

° he borrower must be current on the mortgage

HARP is voluntary, and lenders are not required
i f mohret gages meet all of the elngnbohgtameriteri:
which involves taking out a new mortgage, borr ow
refinance through HARP.

HARP Results to Date

The Administrsttiimat eod itghamta | HARR could help up to
million homeownehesderAxlc oHau snign g ebbibthan 3e 4Agmwincy on
with-tdadme ratios above 80% hdetcrabieli@me ed t hr o1
majorhetyeomott gages (t2o a4l unei 1rlatoino)s hbaedt weoeamn 8 0 % a
abofpPpO0OMmOrt gaged olmadiel amant i os abovaboduwS®A@p to 12:
mortgagesd ohaddiel aant i oflsabadsebows 120 . number of HARP
completed by Fannie Mae and Freddie Mac since th

Table 2. Number of HARP Refinances
As of December2016

Fannie Mae Freddie Mac Total
LTV over 80% up to 105% 1454,154 970,343 2,424,497
LTV over 105% up to 125% 329,181 261,149 590,330

66 Fannie Mae and Freddie Mac each administer their own HARP programs. More information on the detailed
requirements to qualify for HARP is available on each of t
Affordable Ref n a nhttps://wivw.fanniemae.cosihglefamilymakinghomeaffordable®askldtask57. See

Freddie Mac’s website aSameé Resvicarlkittp:/wkw.ffeddiemac.comingktamily/g a g e s
factsheetskllfelief_refi_same_servicerhtain d “ Re 1 i e f Re-fOipneann cAec cMosrst, g’a g e s
http://www.freddiemac.corsinglefamilyfactsheetsellfelief_refi_open_access.html

67 Originally, the original mortgage must have been delivered to Fannie Md&@euadie Mac on or prior to May 31,

2009. Because there is often a lag between when a mortgage closes and when it is sold and delivered to Fannie Mae or
Freddie Mac, this meant that some mortgages that had closed on or prior to May 3006t have ten eligible

if they had not also been delivered to Fannie or Freddie prior to that date. In October 2013, Fannie Mae and Freddie

Mac each announced that HARP would now be open to mortgages that closed on or prior to May 31, 2009, regardless

of the date thizthe mortgage was delivered. See Fannie Mae Selling Guide AnnouncemeR®BH18, dated

October 22, 2013, &ttps://www.fanniemae.comdntentinnouncemerg£l1308.pdfand Fe d di ¢ Ma ¢ , “Revised
Eligibility Date for Relief Rhittpff//ivammafreddiemadoominglefanglphews/” Oct ober
20131022_revisedeligibility_date.html

68 Federal Housing Finance Agen®gfinanceReport December 2016. 3,https://www.fhfa.govAboutUsReports/
ReportDocumentRefi_4Q2016.pdf
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Fannie Mae Freddie Mac Total
LTV over 125% 257,273 175,571 432,844
Total 2,040,608 1,407,063 3,447,671

Source: Federal Housing Finance AgerRgfinance RepdfgurtiQuarter2016, https://www.fthfa.gowboutUs/
ReportsPagedRefinanceReportFourth-Quarter-2016.aspx

Har dest Hi t Fund

Another temporary program created by Treasury 1is
provides funds to selected states to use to crea
condi tlitoomsd.&8¢lUat,es plus the District of Columbia
throughthheuHHFsever a.l Trhoeu nfdusn doifn gf ucnodmensg fr om t h
that Treasury initially set aside fuesrt HBAMRM.s eldher
in ways that comply with the law that authorized
Act ofP.2ZL0-B48)30O and state HHF prhgyggrflama smust be app
States bad guimtailll yDe,¢ eamtele a i 311 u2R@K67, Treasury eXxt ¢
deadlDencce mbo2 6 #°6 1 ,

HHF Funding: fhowmgh Owar

Initially, there wehrreo ufgohu rt hreo uthadisd edsft r fdumdiFmgh df u r
made funds avatdtadllou i g rft iabdamsnecde ocamgt excntecai teasi n( HF A
characteristics. The Administration set maxi mum
and the HFAs of theossubmiatt eshewier ephaeamgquiffed tthe f
approval in order to receive funds through the »p
The first four rounds of funding were as follows

e First ®Rouhdbruary 19, 2010, the Obama Admini s
it would mald wf t$d . & th HF Ackfo nf iawea isltaabtlees ttoh att
had experienced the gr'Thttedti udesltianes in home
California, Ari zona, Hlher ipdha,t iNd pada,ngamd aMiec
use the fundingr afnosr tah avta raidedtrye sosf fporroegc 1 os ur e s
tailored to specific areas, including progrart
programs to help homeowners who owe more thart
programs to address the chalkenges that secort
modi fications.

e Second @®ouMaAmMch 20elddand round of funding made
tobob®600 mnivlaliiloambl e to five states that had 1 a
populations living in areas of economic distrH
unemmboy rates above 12% in 2009 (the five st

69U.S. Department of the Treasubardest Hit Fund First Quarter 2016 Performance Summgry,
https://www.treasury.goiritiativesfinancialstabilityfeportsDocuments/
Hardest%20Hit%2Bund%20Program%20Performance%20Summary%20Q1%202016.pdf

0y. S. Depart ment of the Treasury, “Housing Finance Agency

( “HF A HhirtdeFsutnd” ) : Guidel i nes hfips:iiwwH.iFeAsurh.gowipativesfiiancidlbu b mi s si on, ”

stability/TARP-ProgramdiousingDocumentdiFA%20Proposal%20Guidelines%26201st%20Rd. pdf
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the first round were not eligible). The five
this second round are North Carolina, Ohi o,
CaroThaese susad etsheafiunds to support the s ame
eligible under the first round of funding,
requir®ements

e Third ®Raumdad:igustathli,r d2 @ lo,n dd @ ft oftuanld i onfg unpa

to $2 billion available to 18 states and
unempl oyment rates higher than “®he nation
Nine of the states t hat received funds t h

received funding in one of the previous two
fundiThg. states that received funding in the

t h
al
r o

1

¢
u
r

I

the previous two rounds are Alabama, Georgia,
Mi ssissippi,neNsesweel,erasnedy,t fenDistrict of Colun
two rounds of funding, states Hsad to s ubmi
approval Unlike the first two rounds of f unoc
the third round s paciviindcdadalohy progrfaase dhasgsurta
unempl oyed

e Fourth IRouS$Sdp2tllmb,erTreasury announced an addi

billion of funding t qanmd tdhe tDRiisbtyrticcdt toof tCoel ul
that were receiving flumidn gigng htrloen gtho tealr la mau n
t

funding allocated

HHF Funding: Round Five

o the HHF to $7.6 billion.

Treasuaywythority to make additionaQc tcoobmemi t3me n2G&k1 (o
meaning that Treasury colWAIRPunds]l 6oge¢he¢ahEBlédcateea

However, in DecctbresolRi0dsdt ed ARP.plt.elplh3lidati ons Act

aut horized Treasury twi Imlaiken uipn twn wmsne h dAARP ofnuanl d

HHF. In February 2016, Treasury announced that

states partHHFipating in the

Th
ba

Al abama received adnd itthiiosn afli r HFH ExSpfhaaosaed ;nogfa nR o u n d

1U.S. Department of the Treasury “ Second Housing Finance Agency Innovation
Markets (“-HFA Hand?&3t Guidelines hftps:Hwwh.FeAsury.goislipatvesi I S ubmi s s i

financiatstability/TARP-ProgramdiousingDocumentdAFA%20Proposal%20Guidelines%202%200%20
%20041110%QFINAL.pdf.

”?U.S. Department of the Treasury, “Housing Finance Agency
(“HHF”): Guidelines for HFA Pr op o shitps/Mmvireasugy.gov/on for Une mp I

initiativesfinanciatstability/TARP-ProgramdiousingDocuments/
HFA%20Proposal%20Guidelines%20Third%20Funding%20FINAL.p

73 Except for Arizona, every state that received funding in one of the first two rounds of the Hardest Hit Fund also
received funding in the third round.

e $2whalllldomt ed “1Fni rtswo, pShimlsHeicklait@alr t i ci pating

sed on population and wutilization of previous
their previous HHF f und?3Eatcoh bpearetliicgipbaltei nfgo rs ttahties

a

i

“Department of the Treasury, “Treasury Annteleasegses Additiona

February 19, 2016ttps://www.treasury.gopfesscenterpressreleases?agegl0358.aspx

75Based on this threshold, one participating HHF state, Alapamamnot eligible to receive additional funding in this
phase.
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additionawlas$ l okbialtledomwompetitiveAlyl abmotn gs ipxart i ci
participating states received addiRiiwenfailveHHF f un
states di dumdoitngpipd yPHfoge fTwo (Al abama, Arizona,
Carolina), and one state appli®ed but was not awa

The additional f umdnitn g obnrmintgse dt Heol tk chtean IlH HaFmot o $ 9

State Funding Allocations

Tab3sehowd ottlad f undegiamg itslitgntateda ahgghs recei ved through
Fund. In additiome tdgghegdatod admount sthloavts d¢ach st
through 4, and the amount received through each

Table 3.Hardest Hit Fund Allocations to States
dollars in millions

Total Funding Funds
Allocated, All Allocated in Funds Allocated in Funds Allocated in
Rounds Rounds k4 Round 5, Phasel Round 5, Phase 2

Alabama $162.5 $162.5 N/A N/A
Arizona $296.0 $267.8 $28.3 N/A
California $2,358.6 $1,975.3 $213.5 $169.8
Florida $1,135.7 $1,057.8 $77.9 N/A
Georgia $370.1 $339.3 $30.9 N/A
lllinois $715.1 $445.6 $118.2 $151.3
Indiana $283.7 $221.7 $28.6 $33.5
Kentucky $207.0 $148.9 $30.1 $28.0
Michigan $761.2 $498.6 $74.5 $188.1
Mississippi $144.3 $101.9 $19.3 $23.1
Nevada $202.9 $194.0 $8.9 N/A
New Jersey $415.1 $300.5 $69.2 $45.4
North Carolina $706.5 $482.8 $78.0 $145.7
Ohio $762.3 $570.4 $97.6 $94.3
Oregon $314.6 $220.0 $36.4 $58.1
Rhode Island $116.0 $79.4 $9.7 $26.9
South Carolina $317.5 $295.4 $22.0 N/A
Tennessee $302.1 $217.3 $51.9 $32.8
Washington, DC $28.7 $20.7 $4.9 $3.1
Total $9,600.0 $7,600.0 $1,000.0 $1,000.0

Source: 7 U H D WatdéstHit Fund website dittps://www.treasury.goiditiativesfinanciatstabilityTARR
ProgramdiousingPage$?rogramDocuments.aspand Department of the Treasury,7UHDV XU\ $QQRXQFHV $OORFD\
R1 )LQDO %LOOLRQ $PRQJ +DUGHVW +LW 1R Qips:BWMD.iNeasMryigopledd VV UHOHDVH $S
centerpressreleasedPage§l0434.aspx

®“Department of the Treasury, “Treaanomg AMamdesdce Hi Al Faamadt iSo -
press release, April 20, 2011&fps://www.treasury.gopfesscenterpressrelease$?agegl0434.aspx
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As of thec emdbelobvie b i1 mom,e 7¢0h a o ff WHlHFs had been

drawn down by states. (Funds that have been dr aw
been spent by’’Itnh eo rsdteart etso tdor adwa tdeown additional a
may mnot have more thmno haofd.ilt sThotpdr addtoxgdsd
that individual states have drawn from Treasury
80 %0fegyonwith most states PBHdsieogp sroamemthaeges itna lbe
account alliHHFufluimgsthose allocated through Rou

State Hardest Hit Fund Progr ams

As described, states had flexibility to design d
Fund allocations, as long as theEcopomige ams met
Stabilization Act and were approved by Treasury.
with their HHF funds. (States that received fund
funds to assist unemployypehomdopnoeogsamsl nhgenset
implemented fall under a few broad categories: s
principal reduction programs, mortgage reinstate
and late fees troe mtr iangga ian )morprgeaggrea msurt o hel p wune
mortgage payments, programs to address second 1i
i#hieu of foreclosure, and, more recently, blight
varta or abandoned homes )thdtdawe poypymenbuds nigs t @
programs (intended to help prevent fSomelosures
states have also used HHFt of uhnedlsp fporae vwoeatshie crh ot myspce s
assisting homwewser snowtghges or helping to pay t
According atsot &ifto g ¢ ahr ty ¢ rt hoefr el Owleér &tthaarnd e st Hi t F un c
progr ams o ple8 asttiantge)si n(hpilhuesd e@l@ r dest Hit Fund allo
these pr ogr aonvs@9Ph a0d0o0n 5 6°%8sttast ¢ s have continued to :
changes to their H¥rdest Hit Fund progr ams.

7 For information on the amount of HHF funding that each state has actually disbursed, rather than the amount it has
drawn from Treasury,8e Treasury’s quarterly Har ddtptwwidiraasudy.gor/d per f or ma
initiativesfinancialstabilityfeportsPagediHF .aspx

78U.S. Depament of the Treasurylonthly Report to Congress on the Troubled Asset Relief Progdanember
2016 January 10, 2017, p. ditps://www.treasury.goifitiativesfinanciatstabilityfeportsDocuments/
2016.12%20December%20MonthIP#Report%20t0%20Congress.pdf

®Brief descriptions of each participatingHaastHituhds HHF pr o g:
Performance Summarigavailable ahttp://www.treasury.gowitiativesfinanciatstabilityfeportsPagedAHF.aspx

More detailed information on state pragis is included in each stdfeF A’ s  H a ruddeagreemdfwith  F

Treasury and related amendments, avaglabhttp://www.treasury.gowhitiativesfinancialstability/TARP-Programs/
housingPagedProgramDocuments.aspx

80U.S. Deparmnent of the Treasuryardest HitFund Fourth Quarter2016 Performanc&ummaryp. 4. Quarterly
performance summaries for the Har de shitp/\nwttreaButygav/ are avail ab
initiativesfinancialstabilityfeportsPagediHF.aspx

88Treasury’s quarterly performance summaries on the Hardest
the Troubled Asset Relief Program generally include information on changes that states have made to their HHF

programs. The monthly reports@oo n gr ess on the Troubled Asset Relief Progrart
at http://www.treasury.gowlitiativesfinanciatstablity/ reportsPaged¥ionthly-Reportto-Congress.aspx
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FHA Short Refinance Program

On March 26, 2010, the Administration announced

Short Refinance Pr ogmwdemorfeoro nh otmheeoiwrn emosr twghaog e st

h

wewort h. Detailed program gui $EimeéHAF Shortel cecased
Refinance Program began on Septemb®r 7, 2010, an

Unde HHAh S hor t Re f,i ncaenrctea i Par ohgorndenmowmree it s awh ¢ hewa h

(o)

we wo rwehr e e Iriegfiibnlaen cteo i mtsmreadw mobh Midgwmngte sl fwer atnh ar
the ’homarrent value. S p eocuilfdh anaoktl -gv hbhbha mawimootfg

m o
fu
h o
t h
mo
re
w i

woualave a first mwalbteglaogw tbhael acnucrer etnhtatval ue

0
e
gages tios quradgrfam.f oFurntthher, t hehabdbldgaonce on
c

F»Q_P—goav—-»—g
g T2 0 =0

tmages alreadynionsedaegibyeFHA were

=
= =

ram (deMspgrnidbi,exdwh inc t hwas still aShorvte at t he
anc Phrwtgdemd b aldd@wWelviwesomkbekey differences
W 0

-0

n i
d 1
we d
own e

progr

en, snd otmbd nleadmaealewnteron botwhastohe first
o excwedofl 158e oHombhea ftvtadr the refinanc
S
a

o O O & =

ial equity in the home with the government
t Refindaindoe ®ppganmto requirmscdhaanmgequity or

of thec cemlblelr6 F HA rienpsourr ti eidf Iraebfoiunt aonacnesd t hr ou g h
og¥Whni.le the program expired on December 31,
sure some addi onal mort gagiesr wthoe rteh e hdke adlpil
easury origimna y planned to use up to $8 bil
e
u

O"“"‘(’DE’—‘OE"’(’DH?OCD

58 O 50 —T0 0 X S o
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S~ wg o me @ s o~
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HAMP to pay for
associated 1 ower

82FHA Mortgagee Letter201@ 3, “FHA Refinance of Borrowers in Negative
available ahttps://portal.hud.goudportaliocumentdiuddoc®i=10-23ml.pdf

83 The program was extended to December 31, 200 6HA Mortgagee Letter 20323, “FHA Refinance of
Borrowers 1in Negative Equ https/pdtal.kud.gohudportaliocdmenisfuddacil= Ext e ns i on
14-23ml.pdf Duringthe 112" Congress, the House of Representatives passed E.BII §3Q which, if enacted,

would have terminated the FHA Short Refinance Program and rescinded unexpended funds. Borrowers whose loans

had already been refinanced through the program would not have been affeétebilifbecame law. CBO estimated

that enactindd.R. 830would have decreased the federal deficit by $175 million (see Congressional Budget Office,

H.R. 830FHA Refinance Program Termination Act of 20&dst estimate, March 7, 201ittp://cbo.govitpdocs/
120xxHoc1208%r830.pdf. The Senateid not consider the bill.

84 Data obtained from CRS communications with HUD.
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maximum amount that it wiver s$letfdnminlaldiicert . po o &k a n
program costs would be bormne by FHA.

Foreclosure Counseling Fundin
Nei ghbor Wor ks America

Another fedeshbwefhertising number of foreclosur
funding for h%um imagrCtoiacgthlepsrkoimigded funding specif
foreclosure mitigation tchoeu nNeeil g hnbgo rt hoo obde Riedimmi wnei ss tt
Corporation, commonly kn o®Wne iagsh bNoeriWohr bacs r Wonrekr si camei

nonprofit organization created by Congress 1in 19
par tihterrasdi engunalbkyin a amd iecdmmwifi thocutsd Mmigv £ 6 § me

including howsmidnmrlaswunadsse li hbgt nnagpfofid housing

organizations.

The Consolidated APpLbPOI ptrioovn sdeAle 5,1 8D0 I 1 (1 i on

Neighboruwoea kfSsort ohousing counseling ,f ovthdbcdr ridawer s
by setting up the National Forecl®sure Mitigatio
Neighbor Works compemigtt velquadwdidsd hbasfwmgdicouns
or gani®Qotnigorness.s directed Neighbor Works to award -
with high default and foreclosure rates on subpr
Recovery Act DB.fL . 2®®8p ( dEIRA¢d an additional $180

Neighbor Works to distribute through the NFMCP, $
counseling organdlzalidlomst d ohpmoownder d efgacing del
Since HERA, Congress conhhenNEMCPot pbrowgHeafinndln
appropacasjonsn amoomt $ndddnginng o $F8uOn dminlgl i on per
provided for wn danNFIBMCPF Y20 kh,o0 Congress provided

NF MC?.

85 See U.S. Department of the TreasUmqubled Asset Relief Program (TARP) Monthly Report to CongtAssil
2013 pp. 34, http://www.treasury.gowitiativesfinanciatstabilityreportsDocuments/
April%202013%20Monthly%20Report%20t@a@Congress.pdind Troubled Asset Relief Program (TARP) Monthly
Report to CongressMarch 2015 p. 5,http://www.treasury.gowitiativesfinanciatstabilityfeportsDocuments/
Monthy_Report_Congress_March2015.pdf

86 For more information on housing counseling, see archBRE Report R4135Housing Counseling: Background
and Faleral Role by Katie Jones

87 Each year, Congress appropriates funding to HUD to distribute to certified housing counseling organizations to
undertake various types of housing counseling, including prepurchase counseling gndgr@ste counseling.

Corgress also appropriates funding to NeighborWorks each year for neighborhood reinvestment activities, including
housing counseling. The recent funding provided to NeighborWorks specifically for foreclosure mitigation counseling
is separate from both of theesther usual appropriations.

88 For more information on the National Foreclosure Mitigation Counseling Program, see the NeighborWorks website
at http://www.nw.orghetworkhfmcpHdefaudt.asp#info

89 HUD-approved housing counseling intermediaries, state housing finance agencies, and NeighborWorks
organizations are eligible to receive funds through the NFMCP.

%0 The NFMCP was intended to provide temporary funding for foreclosure mitigatiorseling. The Presidént

budget did not request funding for the NFMCP in FY2017, and neither the House corpaétsed nor the Senate

passed versions of the FY2017 HUD appropriations bill would have provided funding for the NFMCP. As of the date
of this report, the government was operating under a continuing resolution, and a final FY2017 appropriations law had
not been enacted.
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Table 4. Funding for the National Foreclosure Mitigation Counseling Program
Dollars in millions

Law Date Enacted Amount
Consolidated Appropriations Act, 2008 December 26, 2007 $180
(P.L. 11160
Housing and Economic Recovery Act of July 30, 2008 $180
2008 P.L. 11er89
Omnibus Appropriations Act, 2009P(L. March 11,2009 $50
111-8)
Consolidated Appropriations Act, 2010 December 16, 2009 $65
(P.L. 111117
Department of Defense and Fiflear April 15, 2011 $65
Continuing Appropriations Act, 201 (L.
11210
Consolidated and Continuing November 18, 2011 $80
Appropriations Act, 2012R.L.11255)
Consolidated and Further Continuing March 26, 2013 $76
Appropriations Act, 2013R.L. 1136)
Consolidated Appropriations Act, 2014 January 17, 2014 $67.5
(P.L. 11376)
Consolidated and Further Continuing December 16, 2014 $50
Appropriations Act, 2018P.L. 11235
Consolidated Appropriations Act, 2016 December 18, 2015 $40
(P.L. 114113

Source: Annual appropriations acts anlde NeighborWorks FY2013 Operating Plan, availablettgt//www.nw.org/
network/aboutUspolicydlocumentsFY20130peratingPlan.pdf

Notes: The funds provided iP.L. 11&289included funding for legal assistance for homeowners facing foreclosure
Funding for FY2013 takes into account reductions due to sequestration and a 0.2%therbeard rescission.

Nei ghbo
prevent

modi fic
modi fic

tions, and more likely to remain curre
tion, than borrow®rs who did not recei

r Wor ks Appiglf B30tk anti ] la onotborrowers recei)
ion counselingtitohnrso uogfh tthhee pNhFaMgGrPa. m Ehvaavl eu af
borrowers who received cermensmdrien gl itke loyw gtho trhec eNiF
a
a

nt
vV e

Issues and Challenges Associa

Preveftorergl osur es

ct
al

There are several challenges associated with des
foreclosures. Some of these challenges are pra
implementation of loan modificatioeamsrelOathed tcc
questions of fairness and precedent

91 NeighborWorks America)ational Foreclosure Mitigation Counseling Program, Congressional Up@sptember
23, 2016 (datasaof April 30, 2016), pp.-6. NFMC Congressional Update reports are available at
http://www.neighborworks.orgfomesFinancedForeclosurdforeclosureCounselinge28NFMC%29Congressional
Reports
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This section describes s omet hoaft itmheeo bnvoesdt ipnr o mi ne n
develpmpagrgams t o presienr tech eh oymeaarwn efroslhhiopvi ng t he i
foreclosure r@@&sast hwatl |Ibeagarmoiwn wdbme addthsesedcirt
the years fol lToswtimlgl.Bshhmmeoo fosgérelevenssieve d over the ye:
loan modification proégramsectmenialtoowbdeef hyede
the use of principal reduction in mortgage modif
reduwtastoml i zed in momnsgofetmedehdcafidnd 6

Who Has the Authority to Modify Mortga

Over the past several decades, the practice of 1

selling them to investors has become more widesop
and the securities that 1ncémadekeades enourtigtaigeess (aM
When mortgages are sold through securitization,
individual mortgage loan, including the lender,
the MBS. The ser viniczeart iiosn utshuaatl 1 hya st hteh eo rngoas t con't
including receiving monthly payments and initiat
servicers are usually subject to contracts with
can wakderand require itfitmanscafadguartdrtelsd .investo
One question that has faced foreclosure prevent:
the response to rising foreclosure aatherihgs be
to make certain |l oan modifications. Contractual
that servicers have to modify loans in ways that
In some cases, l oan smso da ff iac altasosn sf ocra ni wrwessutlar si nt
however, servicers may mnot want to risk having i
modi ficatioeenf fiesc tnmiovree tchoasnt a foreclosure.

One possible way to partiaddiyfpdadoesgaghse quetad i
safe harbor for servicers. In general, a safe ha
mortgage modifications from lawsuits brought by
believe that arsyafteoo lamrcboairr aigse meaesiscaears to modi f
fear of legal repercussions, opponeantghtasr gma t ha
could even encourage servicers to modifny mortgag
seidfterest. The Hel ping FamiPl.iLe-2@ PISpvevTHedr aHe mé
harbor for servicers who modifienma mmowert gcaagressi sptre m
with the Making Home Affordeklpée rpdodHopm dgwirdel in
Homeowners program. The legislation specified th
individuals fro l i abil ihtayn dfloirn ga noyf ftrhacu dmocrot ngmigtet
mortgage modifi

m
cation.
f

The existence o HAMP and other foreclosure prev
standardize mortgage modifications to some exten
to sertbwiuderwshaa constitutes an appropriate mort g:
test in programs such as HAMP is intended to hel
are in the best interest of the investors in the

Vol ume of Deelsi nagnude nfcor ecl os ur e s

Anot hetrhadats shlesaf amedli fication programs 1is the hi
foreclosure proceedings that have been under way
limited number of e mpeldo ybeoersr otwoe rrse aacnhd ofuitn dt os otlruotu
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Possibility of Redefault

Achallenge associated with loan modification pro
receives a modification will nevertheless defaulf
mi ght be of particular concerwalfwe ilenfdeklsi mg, 1
that case delaying an ewenthat fberembosgarger bhdid

92 For example, see Diane E. ThompsBoreclosing Modifications: How Servicer Incentives Discourage Loan
Modifications Washington Law Reew, Vol. 86, pages 75840, https://digital.law.washington.edigpacdaw/
bitstreamhandle1773.1107486WLR755.pdf8equencet

93 For discussions of the economics of mortgage servicing, see Section 3 of the Special Inspector General for the

Troubled Asset Relief Program (SIGTARP) Quarterly Report to Congress, October 26, 2010, available at
http://www.sigtarp.govQuarterly%20Report€ictober2010_Quarterly_Report_to_Congress.add Larry Cordell et.

al., “The Incentives of Mortgage Se rsDiscussionSeriedRivisions and Real
of Research & Statistics and Monetary Affairs, FatlReserve Board, Washington, PC
http://www.federalreserve.gquibsfeds2008200846200846pap.pdf

94 SeeFederal Housing Finance Agen¢yJ oi nt Mor t ga ge hBpd/lwwwififaigovg I nitiative, ”
PolicyProgramsResearétdlicy/PagesiointMortgageServicinglnitiative.aspx
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through a foreclosure sale. Further more, modi fie
potentially harm borrowers. If a borrower defaul
forecl osur e, bheet tneary ohfafv eg obienegn t hr ough forecl osur
modi fied mortgage payments for a period of time
another use.

Accor danfgr ¢time dOf fi ce of the Compt meldledfiaourd f trlng e
modi fied imprtogzaegle sdr a mat iFcoarl llyo aonvs® wt ihtfalit ® dwedraer $m0 0 §
nearlwedd %t | east 60s idxa ynso ndtehlsi naqfuteenrd vtehgea immo d i f i «
6 0%Were at 1east 60t hdracyes ydhealrimmoqdufdfnetc @aas gpaoimm s t , f
loans modidbheutwien3eZ hlt2,] east sb6@ dops hdehifhgunehhe
modificatwemeaw®d HaA%hrdel yngquenafter-mbheé hmodi fic
redefault rate for mortgagesn nao dsiifmi®Ada ri nr asmugbes e q u
number omfa hfaaccotnotrdsi d ut ke 1 mprovement 1in redefault
includinghehtyges ofi ftoan modinpffriovetmemns b eai mrdf
servresponses to delamduiempr dwirrg weeawsing mar ket

e

u

n

e

he OCC also reports data that show redefault ra
meased monthly payments, decreased monthly payr
he reports include such data for loans modi fied
htehi rd quasrhtotwlsaad f, 2A®IkS5 | oa,nsa tmold5 % iocfd liona 2 Omodd i f
that resulted in monthly payments being reduced
delinquent 12 months after modifffdc2dbrobhtoatfihis <co
where mont hly dmayne btys baentdvee2e®a® flo02%8 | oans where
paymeats weduced by fogs ltolmran® ntvkh%;r eImbaywed unchan
and%3f3or loans where monthly payments increased.
mont hly payments do ampeinfi ¢aotpemdformabetneredha
payments, a significant mnumber of modified 1 oans
delinquent again a¥fter the loan modification.

Possibility of Distorting Borrower 1Inc

Another challengetienthnogteomn madiprovide an 1n
intentionally miss payments or default on their
modi fication that provides more favorable mortga
described abbwersgpueiciditchat a borrower must not
on his or her mortgage in order to quadify for t
intention Programs that are desilgamy dmitos r@mayxy h o
payment s, as well as those who are already delin
homeowners to intentionally fall behind on their
Fairness Issues

Opponents of some forecltosiur el sp rmeovte nftaiioan tpol ahnesl pa
have fallen behind on their mortgages while home
receive no help. Ot hers argue that Dborrowers who

9 Office of the Comptroller of the Curreno®CC Mortgage Metrics Report, Third Quarter 20p%. 3335,
http://occ.govpublicationspublicationsby-typebtherpublicationsreportsinortgagemetricsmortgagemetricsq3-
2015.pdf

9% OCC Mortgage Metrics Repom. 3638.
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Debate Over ¢t he of

Modi fications

While the federal government
forectonalnegd encouraging mortgage modificatio
under water bovrirdoa wmegr sf,u naddndrgpréomrt beuypeset s ngome
and others have argued for additional
ot her things, some policymakers and advocates
wher the mortgage holder forgives some of

Mo s that are not backed

Fe Housing Administration
mo holder. According to

fo ages modifi2gdlisdn
he rivate investors and
pr reduction. However,
t h hftiemclbdfde@d principal
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e byehaeanese s Meadh
(FHA) are
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29% of
only about
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vewemi Bhioomwst h mort gaghe icm nitea gaiteidvaas ocoqfu itthye
uqguar t e r®acdfv oxalte,s of principal reduction

fective tool in preventing foreclosures.
ovide an advantage over other

97 Office of the Comptroller of the Currend®CC Mortgage Metrics Report Third Quarter 20&p.21and 24,
http://occ.gowublicationspublicationsby-typelbtherpublicationsreportsiortgagemetricsmortgagemetricsq3-
2015.pdf

98 CorelLogic,CorelLogic EquityReport Fourth Quarter 2016. 9,http://www.corelogic.comésearchiegativeequity/
equity-reportq4-2016-screen030817.pdf
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di peteoweé slef or reducing mortgage principal f
ges backed by the Federal Housing Administ
ieo nmo snto rmoarrt gages backed by Fannie Mae or

e Agency (FHFA), the regulator of Fannie N
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mortgages backed by honimpe Matti ereetfegedbdhratWaec
r
t

e e - T
-
= oam < o
-
W
o
w2
o
o
-

g5
o o
o =o o

o]
¢

g
0
t

u
a

S5 ogg = o~
(@I < I -}

9|
=

a
principal eduction. Servicers sent solicitation
servicers o offer eligible borrowers a principa
20 MFHFA edthmatepproxbomtewdres 3chB @bl e.

99 For a more detailed discussion of the arguments for and aganstwidespread use of principal reduction, as well
aslegislative proposals related to principal reduction from thé' Tlédhgresssee archive€RS Report R42480,
Reduce, Refinance, and Rent? The Economic Incentives, Risks, and Ramifications of HousirRphtarkeptions

by Sean M. Hoskins

WFor more information on the FHFA PrinclttpsiMwwRfadowcti on Modi
PolicyProgramsResearétglicy/PagedPrincipatReductionModification.aspx

WiFederal Housing Fipahc®edgen¢ypnhe®MBApril 1#,i2016,t i on, > fact s
http://www.fhfa.govMediaPublicAffairsPaged?PrincipatReductionModification.aspx
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Appendix.Ea r IFioere c]l osure Preventio

In additi
forecl os

i to the foreclosure prevention initia
u
turmoil t
r

n
e preventioamno mnr¢etsdptolinwseas s tivae gtehmer rHeaa tt ¢ d
a

t -bohatn dad uinnd .&d8blTmee ro fy etalress e pr o gr a1
precur s o t oarteched psroorgirtnend itthathe body of this r
This Appdrdily describes some ofusbedehinitiative
Appendictude the Emergency Homeowners Loan Progre
)+$6HFKBWMHni’se Mad Fr's dSitirce aMalci ned Modi fication Pro
program f modi fying loans thheshadnbeeathetd b

i
0
bet ween 20, a latnhdo u2gOhl 1s olmea vbocoontwemsedatyo receive
through th e programs 1if they began padtdaetpat:i

2l ]

Emer gency Homeowners Loan Program

ThBodFdr ank Wal/ll Street Refor . Ahn2d03Cbdbwhumhr wBs o

t e c
nto law by President Obama im {foly 2010,

signed i

administer a pr etgerranm ltooa npsr otvoi dcee rsthaoirnt t roubl ed b
experienced a decrease in income due to unemploy
emer gency, in order to help them malke tthdisr mort
funding to the 32 states (and Puerto Rico) that
Admi ni $st rHaatridoens t Hit F'Hmd dedd¢ sHa it b iFdmidaf’t hkei s r e
By statute, HUD was not able to enter 1into new a
Emergency Homeowners Loan Progrm (EHLP), after
EHLP funds were fuoaed;i hdrepmpeeoevpdnse | oans secured
liens on the property to help pay arrearages on
mortgage payments for u’Ant oo n2d4 vmodmtahls bgoorirnogw efro rww
receive up tofa$maxd@mdm 1oan o

To qualify for the EHLP, borrowers had to meet c

e borrowers must have had a household income of
income prior to the unemployment, underempl oj
madtehe household unable to make its mortgage

e borrowers must have had a current gross 1incom
the hosmsehobdbmhe prior to the unemployment, unc
me di cal event ;

e borrowers must hanvoen tbhese nd ealti nlgeuaesntt tahmrde ehave r
notificatibbnianfi etnhe tloedfdarrcl os e ;

102 ,S. Department of Housing and Urban Developm@®bama Administration Announces $1 Billion in Additional
Help for Struggling Homeowneis 32 States and Puerto Riqoress release, October 5, 2010, available at
http://portal.hud.goyortalpageportalHUD/presspressreleases_media_advisori2810HUDNo0.10-225

1031n the 112 Congress, the House pas$t®. 836 which would have terminated the EHLP and rescinded any
unobligated program balancesy borrowers who had already received loans through the program would not have
been affected if the bill had become law. CBO estimated that enatf@36would have decreasdide federal

budget deficit by $840 million. (See Congressional Budget Offide, 836Emergency Mortgage Relief Program
Termination Act of 2011, cost estimate, March 7, 20ith://cbo.govitpdocs20xxdoc120904r836.pdf)

“Information on program requirements can beSlionmad yi # HUD’ s
available ahttp://www.hud.gowfficeshsgsfhhccimsgsEHLP100810.pdf
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105 participating borrowers must repay the EHLP assistar(d¢ the borrower retains ownership of the home but no

longer resides in it as@incipal residence; (2) the borrower defaults on his or her first mortgage payments; or (3) the
borrower receives net proceeds from selling the home or refinancing the mortgage. In the third case, if the proceeds of
the sale or refinance are not suffiti¢o repay the entire remaining balance of the loan, the remaining balance will be
considered to have been paid in full and the lien on the property will be released.

106F o r

example, s ee

Joseph De

Avi 1l a, WdlSteeet dogiragtSeptemberd

Ef fort Fa

29, 2011 http://online.wsj.condrticle/SB10001424052970203405504576599110626013214dmCara Buckley,

“«U.

S.

Mbird ghrgeegr a m

Is Shutting

D o w nNew Woik fTimesgéptembes 28 5 0 0

Mi 11 i c

2011, http://www.nytimes.con201109/29/mnyregionémergenchomeownersid-endingwith-up-to-500-million-
unspent.html

107 FHA issued guidance stating that loans had to receive case numbers by July 29, 2011 in order to be eligible for

Hope for Homeownersefore the program endeslee FHA Mortgagee Letter 210

Homeowners (M H) Pr o g r a m,  httpYwwwdud.gdudfficeda@inhhudclipslettersmortgagediles/11-

20ml.pdt

“Termination

of the Hc
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harged t orrowers; matde®athengesi 6 oonhetheaxe fhi
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Congressional Budget Office originally estin
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ough tHSomea olgrvaem.suggested that more borrower
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108 See FHA Mortgagee Letter @88, available alttp://www.hud.gowfficesladmhudclipslettersiortgagee/
2009mlecfm I nitially, borrowers had to share a portion of both
with HUD when the home was sold or refinanded.. 11122 provided the authority to change this requirement.

109 For the most recent comprehensive guidance on Hope for Homeowners, including these changes, see FHA
Mortgagee Letter 0943, available ahttp://www.hud.gowfficesadmhudclipslettersmortgage€Z009ml.cfm

110 Congressional Budget Office, Cost Estim&tederal Housing Finance Regulatory Reform Act of 2008e 9,
2008, p. 8http://www.cbo.govitpdocsf3xx/doc93665enate_Housing. pdf

111 SeeFederal Housing AdministratiofHA Outlook September 2010 arkHA Outlook September 2011, both
available atttp://www.hud.gowsfficeshsgfmrabeftptsboeblmenu.cfm
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changes described above were intended to address
progr am.

FHASecur e

)+$6HFX4JH a program announced by the Federal Hous
31, 2007, to allow d4&HiAn g d ¢masttd brherntwga se swi t AR Mo )n
refinanc< ns mt erdaFtHeA xneddTTthgea gneesw. mort gage helped bor
of fering better loan tegmmonthhlyepdhmentredaceldeh
borrower avoid s tuenedp rp ahyi me mlr+ St EeX xdgpdli sdeesld o @ m .
December 31, 2008.

To qual)#$6HFEROor rowers originally had o meet th

e The borrowEHAhARMat hoam had reset

¢ The borrower becameodal dmqué¢nt tbe heseovr had
sufficient i1income to make-imesmtrheldy lpayment s or1

e The borrower was current on his or her mort g:

e The new loan met standard FHA underwriting cr
stankHBAdrequirements ( ktnecalluudei nrga tmaoxsi,mummo rltogaang
limitsframtd aapd annual mortgage i1insurance pre

July 2008, FHA expanded its eligibility crite
were del icnugnusetnatn cdeuse ottoh ecri 1t han the mortgage
axing the definition™of being current on the

0
1
$6HFXUpPi red on December 31, 2008. In the months

)+

policy advocates c alxlteedn dfeodr; thhoewepvreagr aHW Dt oo fifa c i :
continuing the program would be proshisbtinnglvel y e x
family mortgage insurance program. HUD also poin
filling )HSOEFXWHdAE itrhahtel ping houX¥8hppdsteveidffor
extend$HFXUgdued that the statutory requirements
of fered less flexibility in)+6GHEXUtb e cbf cohddghng
beamwre easily amended by HUD.

Whe p+$6HFXUpli red at the end of 2008, about 4,000
prog®@mitics of the program point to the relatiyv
meet to qualif ypofsosri btlhee rperaosgorm mt haast amor e peopl e

112 FHA already offered refinancing options for homeowners who were current on their existingfieeustable

rate mortgages and continued to do so afeeattoption oFHASecure

113See FHA Mortgagee Letter 20071, “The FHASecure Initiative and Guidance ¢
Mar ket s, ” http:dportallhudigdidpartalHUD?srcHprogram_officesidministratioriiudclipsletters/

mortgageeZ007ml

114 For a descriptionf the changes, see FHA Mortgagee Lettei0B, “Expansi on of FHA Secure,”
http://portal.hud.gowiudportalHUD?src/program_officesldministratiorfiudclipslettersmortgageeZ008ml

USHUD Mortgagee Letter 08 1, “ Te r RiHABacur¢ ® nDe de mber 19 http2vomv.Bud.gow/vai l abl e a
officesadmhudclipslettersmortgagee2008ml.cfm

Congressional Budget Office, “The Budget and Economic Out

available ahttp://www.cbo.gowitpdocs99xx/doc995701-07-Outlook.pdf

Congressional Research Service R40210 - VERSIOHNB8 - UPDATED 39



Preserving Homeownership: Foreclosure Prevention Initiatives

I ndy Mac

On
I nd
of
l oa
wer

ma k
t he

Loan Mo

1, 2008, t
ederal Sav
der a Depo
fication p
ousl del i
yments bec
res f the

July
y Ma ¢
t he F
mo d
ser

ng p
feat

1
F
e
n 1
e 1
1 a
u

a
1
t
y
t
0

t o olaen
residence a
hardship.
expected future

order
mary
ancial

-

i
n

emloidg iftilcea t ficorn ,a tlh e

di fications

he Office of Thrift Supervisi
ings Bank, btalse dc ams Pravsatdemsah
sit Insurance Corporation (FL
rogram for holders of mortgag
q uoern to no rw hiinc hd atnhgee rb oorfr odweefra uwl
use of 1interest rate resets
IndyMac loan modification pr

n,
a

mus t
prov
cond
t he
benefi

mortgage
nd the borrower had to
Further mor e, the FDIC
benefit to the FDIC and
an the expected future

i
u

|
d
c
1

—~ £ gD

e
ould be greater th
f

a borrower met t he
(DTI') ratio of
extending the period
t hree. The 1nterest r
if nmecessary 1t could
after -ytehaer fpievrei od, t he
reached the Freddie Mac

TheFknDI C Chairman Sheila Bair estimated that abou:
program while IndyMac omasse riffaliteorrFsbhhi€p . F ®hCl et ed a
IndyMac to OneWest Bank on March 1Ir%.,t e2 0tth%. 1@menWe
modi fication program-shbrjierg oo r ¢ hm'P@mee Wisst o ft e 1
becamepartserpatengin HAMP, described earlier 1n

above conditions - the 1o0oan
38%. The 38% DTI could be
the loan, forbearing a p
wo u lcdo nbfeo rsneitn ga tmotrhteg akgree
lowered for a period of
interest rate would rise

survey T ate.

t-on c o me

of
ate
be

Fannie Mae and Freddie Mac Streamlinec

On No velmb e2r0 018 , James Lockhart,
Agency (FHFA), which oversees
Modi fication Program for Fannie
ser vi®Fensie Mae and Freddie Mac
l] oan modifications for some ti me, but t he S MP
and set an industry standard. The SMPrepdhceff
by HAMP, which was announced i ffHoFneeb rAufafroyr d2a0b0l 9e
Modddtii on Pr oBsreaemt i(oHPAMPf) t his report

direct o
Mae and Fre
Mae and Freddie
had helped tro

t hen the

Fanni e

117 Remarks by FDIC Chairman Sheila Bair to the National Association of Realtors Midyear Legislative Meeting and
Trade Expo, Washington, DC, May 12, 2009. A transcript of these remarkailebée athttp://www.fdic.govhews/
newsspeechesafchives20096pmay1209.html

WFederal Deposit Insurance Corporatiosmnadé&Fd]l CCLlliofemnsniSa,l’t
release, March 19, 2008ttp://www.fdic.govhewshewspress2009pr09042.html

See Federal Housing Finance Age n cforStrednflinéd Modificatiano un c e s
Program,” press r e lhipdhavenfhfalgeviediaRublicAffalrsiPagesZHFA-Announces
ImplementatiorPlansfor-Streamlineeloan-Modification-Program.aspxThe private mortgage lenders and servicers

who participated in the Streamlined Modification Program were primarily members of the HOPE NOW Alliance, a
voluntay alliance of industry members that formed to help homeowners avoid foreclosure.
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To encourage participation in the SMP, Fannie Ma
loan modification completed through the program.
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Fannie Mae and Freddie Mac completed over 51,000
and April A008, awHehré&ddie stopped using the SMP
Making Home Affor ddHWdwe werro,g riatm iisn sutmecaldear how ma
modi fications were done specifically through the
2For program requirements, see FannBXat Mae’s December 12, 2
https://www.fannienae.comzontentannouncemer@833.pdfa nd Fr eddie Mac’s December 12, 20

http://www.freddiemac.corsinglefamilyguidebulletinspdf/bli121208.pdf

121 Federal Housing Finance Agen&greclosure Prevention Report: April 2008uly 15, 2009, available at
http://www.fhfa.gowvebfiles14588April_Foreclosure_Preantion71509F.pdf
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